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TRUST LITERATURE: A SURVEY AND A 
CRITICISM. 


THE industrial changes in the United States during the 
last two or three years have called forth inevitably a multi- 
tude of writings dealing with the problem of trusts,* just 
as, in the earlier years of the present decade, the condition 
of our national finances stimulated the discussion of the 
tariff or the silver question. It is the purpose of this 
article to present a brief survey of the recent output of 
trust literature, and then to attempt a critical estimate of 
the views advanced concerning the most important theo- 
retical problems involved in the study of industrial con- 
solidation. 

I. 


In mere volume, at least, the product of the last few 
years is noteworthy. Discussion of the monopoly question 
in the United States seems to have begun early in the 


* By ‘‘ trusts” the writer means those great combinations of capital in our 
manufacturing industries which are commonly called by this name. It is not 
the purpose of this paper to deal with the literature devoted primarily to the 
problems presented by the so-called natural monopolies. 
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seventies, when popular dissatisfaction arose concerning 
railroad rates and management. Then, for a time, an 
occasional article in some periodical indicated only a fitful 
interest in the subject, until early in the eighties the 
formation of the Diamond Match Company and the Stand- 
ard Oil Trust caused a livelier discussion of the problem 
of monopoly. Later in the same decade the appearance 
of other combinations, as well as a growing interest in 
railroads and municipal monopolies, caused a marked in- 
crease of writings dealing with this subject. An incom- 
plete bibliographical summary shows that fifteen treatises 
or reports of official investigations and over thirty-five 
noticeable articles in the chief periodicals appeared be- 
tween 1887 and 1890. For the next six years the output 
diminished, probably for the reason that the tariff and the 
money questions were uppermost in the public mind ; * and 
only eight books or reports and hardly more than a score 
of articles were published during the period. In 1897 and 
1898 at least six books or pamphlets and about thirty 
articles appeared, foreshadowing an increased interest in the 
problem of monopoly. And, finally, the last two years have 
given us not less than twenty-eight books, reports, and 
pamphlets, together with a flood of periodical articles that 
will reach probably one hundred and fifty titles when the 
returns for 1900 have all been received. While these 
figures can claim only substantial accuracy, they will 
suffice to show that the production of trust literature has 
kept pace with the process of industrial consolidation. 
Any bibliography of these writings, like lists of recently 
formed trusts, becomes antiquated before it leaves the 
press, so rapid is the rateof increase. The only serious 


attempt in this direction is Mr. A. P. C. Griffin’s List of 


* That the small amount of trust literature that appeared between 1890 and 
1896 was due to the predominance of other issues may be inferred from the 
fact that in 1892 and 1896, the two years when presidential elections occurred, 
our bibliography shows that no books, and only a few articles, appeared. 
During the period from 1886 to 1900, these (1892 and 1896) were the only 
years in which no books were published. 
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Books relating to Trusts,* which appeared early last sum- 
mer. This is of considerable value to the student, but 
professes to give “only the chief authorities.” The list of 
books and pamphlets is nearly complete, but the reader 
is surprised to notice that the bibliography refers to 
Nicholson’s short chapter on monopoly value, and does not 
include the valuable discussion of combinations of capital, 
contained in Hadley’s Heonomics ; while in the references 
to periodical literature he will often wonder what prin- 
ciples of selection could have been followed. 

Since the present article must be confined to recent 
literature, it has seemed best to draw a line somewhat 
arbitrarily at the year 1897, and to exclude from considera- 
tion most of the writings that appeared before that date. 
Within these limits the author will aim to give detailed 
references to the books, reports, and pamphlets that have 
come to his attention up to the time of writing. In some 
cases, however, it will be necessary to refer to works that 
appeared earlier than 1897. With periodical literature no 
extended bibliography is necessary in these days, when 
Poole’s Index is available for every reader, so that the 
citations here given will be confined to the most valuable 
articles, and to some others that are significant as repre- 
senting certain shades of opinion. 

Passing over certain discussions of the monopoly prob- 
lem that have appeared in some recent economic treatises 
and general works of reference,t which, by the way, may 
be recommended to those who are beginning the study of 
this subject, we may divide recent trust literature into 

*A List of Books (with References to Periodicals) relating to Trusts. Wash- 
ington, 1900. The one other recent list of trust writings that deserves mention 
may be found in the Chautauquan, xxx. 237, 238. For an excellent bibliog- 
raphy of earlier works, see von Halle, Trusts, 338-350 (New York, 1895). 

tW. P. D. Bliss, Encyclopedia of Social Reform, 888-894, 1346-1348 (New 
York, 1898); R. H. I. Palgrave, Dictionary of Political Economy, ii. 802-807 
(London, 1896); C. J. Bullock, Introduction to the Study of Economics, 309-335 
(2d edition, New York and Boston, 1900); A. T. Hadley, Economics, 151-173 
(New York, 1896). 
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eight classes. It is true that any such procedure will be 
open to the charge of arbitrariness at some points; but, on 
the other hand, it will avoid so much repetition and bring 
opposing theories into such clear relief that it may be 
trusted to commend itself to the reader. 

(1) The first of our eight classes comprises the reports 
of official investigations * and the proceedings of confer- 
ences called under the auspices of various organizations. 
The New York investigation of 1897 was mainly a shrewd 
political move, intended to prove the undying hostility of 
the Republican party to trusts; but it brought out some 
interesting information. The trust magnates summoned 
to testify before the legislative committee suffered from 
those attacks of loss of memory with which they are 
usually afflicted upon such occasions; but Mr. Theodore 
Havemeyer voluntered the statement that he would not 
care to engage in a business enterprise that did not prom- 
ise a profit of 15 or 20 per cent. The Industrial Commis- 
sion was more successful than any previous body of inves- 
tigators in securing testimony from persons interested in 
trusts, and its Report contains a careful digest of evidence 
that adds greatly to its usefulness. The Standard Oil 
combination seems to have made a most careful and sys- 
tematic endeavor to clear itself from the many damaging 
charges that have been brought against its methods ; ¢ and, 
if the public still remains unconvinced of the spotless pu- 

* Report and Proceedings of the Joint Committee of the Senate and Assem- 
bly appointed to investigate Trusts, Senate Document 60 (Albany and New York, 
1897); Industrial Commission, Preliminary Report on Trusts (Washington, 
1900); Same, Trusts and Industrial Combinations,— Statutes, Decisions, and 
Digest of Corporation Laws; Bulletin of the Department of Labor, No. 29, pp. 
661-831, ‘‘ Trusts and Industrial Combinations ” (Washington, 1900). 

t The Chicago Conference on Trusts (Chicago, 1900); Official Report of the 
National Anti-trust Conference (Chicago, 1900); Corporations and Public Wel- 
JSare, Addresses at the Annual Meeting of the American Academy of Political 
and Social Science (New York, 1900). 

t This testimony of the oil magnates has been gathered together into a 
single volume, An Inside View of Trusts (New York, 1899), which has been dis- 
tributed broadcast, probably for ‘‘ educational purposes.’’ 
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rity of this organization, it will not be due to any lack of 
sweeping denial and stout asseveration in the testimony 
of the oil magnates. The most valuable feature of this 
Report is the investigation, conducted under the direction 
of Professor Jenks, into the effect of combinations upon 
prices. This gives us the best available data for a trust- 
worthy conclusion upon a most fundamental question. 
Nearly as much can be said of the Digest of Corporation 
Laws, contained in the second volume of the Commission’s 
Report. The conclusions and recommendations advanced 
by the Commission will never be charged with radicalism, 
and are marked by extreme sensitiveness concerning the 
relation of trusts to the protective tariff. The Bulletin of 
the Department of Labor contains further data concerning 
the effect of trusts upon prices, and publishes the results 
of an independent investigation into the working of these 
combinations. This investigation was conducted by send- 
ing out schedules of questions to forty-one organizations ; 
and the Bulletin presents the results in tabular form, 
whenever that is possible. The information thus gathered 
is of no little interest ; but it must be accepted with certain 
reservations, since it was not to be expected that the com- 
panies answering the inquiries would give testimony ad- 
verse to their own interests. This would probably be 
conceded readily by Professor Jenks, who had charge of 
the investigation. 

The proceedings of the Trust Conference, held under the 
auspices of the Civic Federation of Chicago, attracted such 
general attention * at the time that little space need be 
devoted to them in this review. It will suffice to say 
that, while only a few of the papers and addresses at the 
conference possess any considerable value in themselves, 
the proceedings as a whole should be read by every 
student who desires to form an estimate of the present 

*See Harper’s Weekly, xliii. 954, 975; Outlook, lxiii. 199; Independent, li. 


2602 ; Review of Reviews, xx. 457; Journal of Political Economy, viii. 1; An- 
nals of the American Academy, xv. 69. 
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condition of popular opinion upon trusts. All sorts and 
conditions of men were present at the conference, and 
their opinions may be taken as fairly representative of the 
classes for which they spoke. The Report of the National 
Anti-trust Conference has a similar interest, as an expres- 
sion of the sentiments of a very large class of persons who 
see little or nothing that is good in the process of indus- 
trial consolidation. Some of the addresses contained in 
the volume are of decided value in calling attention to the 
undoubted abuses and dangers that attend the movement. 
Corporations and Public Welfare is devoted largely to dis- 
cussions of railroads and other public service companies, 
but contains articles upon industrial securities as invest- 
ments and the influence of corporations upon political life. 

(2) In our second class may be placed those writings in 
which the trust movement is accepted as inevitable, and 
its causes, advantages, dangers, and proper regulation are 
discussed. No less than five recent books belong to this 
group.* Harper’s Restraint of Trade is a mere collection 
of extracts from various works upon trusts; but the com- 
piler’s opinion is, evidently enough, that “modern indus- 
trial conditions have demanded” that the “ principle of 
combination be generally accepted.” The books of Baker, 
Collier, von Halle, and Jenks agree in finding the cause 
of trusts in the conditions of modern competition and the 
economies that arise from the combination of capital. 
These writers hold that the trusts represent a distinct eco- 
nomic gain in productive power, but recognize that these 
organizations have been attended with many abuses. 
Professor Jenks and Mr. Collier advocate no radical ac- 
tion to restrain the evils of trusts, but propose various 
moderate remedies, of which the chief is always publicity. 
Mr. Baker, however, believes that no efficient method of 

*C. W. Baker, Monopolies and the People, (2d edition, New York and Lon- 
don, 1899); W. M. Collier, The Trusts (New York, 1900); E. L. von Halle, 
Trusts, or Industrial Combinations in the United States (New York, 1895); W. H. 
Harper, Restraint of Trade (Chicago, 1900); J. W. Jenks, The Trust Problem 
(New York, 1900). 

















— 








TRUST LITERATURE 178 


regulation can be found short of placing a representative 
of the government upon the board of directors of every 
combination. The main contention of these works — that 
trusts are a natural and inevitable outcome of modern 
conditions —we shall reserve for more extended discus- 
sion, in subsequent pages.* 

A decided majority of the articles that have appeared 
recently in the periodicals, popular or scientific, should be 
included in this class.¢ President Hadley and Professor 
Kinley argue that trusts are due to destructive competi- 
tion and the superior economy of concentrated produc- 
tion; Professor Sherwood believes that these organiza- 
tions are the agency through which the most skilful 
management is secured; Mr. Coleman and Mr. Robinson 
look upon such combinations as an inevitable product of 
industrial evolution ; and Professor Jenks again presents 
the views advanced in The Trust Problem. In these arti- 
cles the reader will find little that is new. 

(3) Radically different views are advanced in works of 
a third class.~— M. de Rousiers is too faithful to the 
tenets of the orthodox French school to abandon his belief 
in the efficacy of the competitive system. His interesting 
work contains the results of an investigation into the 
leading industries that have fallen into the hands of 
trusts. He finds almost everywhere a tendency towards 

* With these books should be mentioned the chapter on trusts contained in 
Professor Giddings’s Democracy and Empire, 137-143 (New York, 1900). The 
author holds that the trust ‘‘ could never have become the great factor in the 
commercial world that it is to-day ”’ unless it had been “‘ an efficient device for 
dealing with existing industrial conditions.’’ 

+See articles by Hadley, in Scribner’s Magazine, xxvi. 604; Kinley, in 
Progress, v. 7; Sherwood, in Yale Review, viii. 362; Coleman, in Journal of 
Political Economy, viii. 19 ; Robinson, in Conservative Review, iv. 33 ; Jenks, in 
Quarterly Journal of Economics, xv. 46; Smith, in Chautauquan, xxix. 347; 
Ashley, Surveys, Historic and Economic, 378-391 (London, 1900). See also 
article by Carnegie in Century Magazine, Ix. 145. 

tP. de Rousiers, Les industries monopolisées aux Etats-Unis (Paris, 1898); 
R. T. Ely, Monopolies and Trusts (New York and London, 1900); A. B. Net- 
tleton, Trusts or Competition (Chicago, 1900); H. Wallace, Trusts, and how to 
deal with them (Des Moines, 1899). 
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production on a large scale, but thinks that this is not the 
cause of monopoly. The real cause, he contenjls, is con- 
trol over limited supplies of raw material and facilities 
for transportation, or the special advantages conferred by 
tariff and patent laws. His remedy for the evils caused 
by trusts is to abolish all restrictions, and thus to leave 
competition free to do its perfect work. Professor Ely’s 
recent book is a treatise on the subject of monopoly; and 
begins with a study of definitions, a classification of 
monopolies, and a formulation of the law of monopoly 
price. It then proceeds to discuss the subjects of indus- 
trial consolidation, the limits of monopoly, and the per- 
manence of competition. While the author holds that 
competition is impossible in the field of the “natural 
monopolies,” he believes that elsewhere the tendency 
towards consolidation is limited by virtue of the fact that, 
beyond a certain point, combination of capital is not 
economical. Our present trusts he believes to be the 
result of special privileges and corporate abuses,—a con- 
clusion which is very much like that reached by M. de 
Rousiers. Mr. Nettleton’s book is to a great extent 
a compilation of facts and opinions, but in the second 
chapter the author presents his own conclusions in a 
vigorous argument against the trust. He believes that 
the economies of consolidation cease before the point of 
monopoly is reached, and that existing combinations are 
the “result of monopoly hunger” and the product of rail- 
road discriminations and other unfair privileges. For a 
remedy he advocates rigorous legal prohibitions, supple- 
mented by a reform of existing abuses. Mr. Henry 
Wallace concedes that the disorders sometimes attending 
modern competition not unnaturally lead producers to 
take refuge in combination. He believes, however, 
that the trust is a vicious method of remedying the 
evils which competition sometimes produces, and that 
the consolidations of recent years have caused a specu- 
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lative “ boom ” which is sure to be followed by a disastrous 
reaction. 

To Professor J. B. Clark we owe a series of papers * in 
which the contention is made that, while large-scale pro- 
duction is economical and giant industrial undertakings 
are to be the order of the day, competition is certain to 
continue, nevertheless. Professor Clark believes that 
monopoly is almost wholly bad, and that the most effi- 
cient management is found in independent establish- 
ments, not in monopolistic concerns that are removed 
from the stimulus of competition. His remedy for evils 
that attend the present trust movement is to take away 
from the combinations their favorite weapons,— price dis- 
criminations, factors’ agreements, and other questionable 
devices,— so that competition can operate without let or 
hindrance. With this accomplished, he believes that in- 
dustrial consolidation can proceed to any extent that may 
be deemed advantageous, without producing the evil 
results inseparably connected with monopoly. 

If a digression is permissible at this point, we may sug- 
gest that Ely’s Monopolies and Trusts and Jenks’s Trust 
Problem are the works that will be found most useful for 
the general reader. Both of these books are thoroughly 
readable, and they will be found to supplement each other 
in a most helpful manner. Ely discusses the definition 
and classification of monopolies; while Jenks explains 
the methods by which trusts are promoted, financed, and 
floated. The one writer formulates tle law of monopoly 
price ; and the other furnishes statistics showing precisely 
what influence combinations have exerted upon prices. 
The first book presents the arguments of those who be- 
lieve that the monopolistic features of trusts are due to 
special privileges and unlawful practices; the second 
contends that these industrial combinations have de- 

*See ‘‘ Theory of Economic Progress” in Economic Studies, i. 5 (New 


York, 1896); Atlantic Monthly, lxxxv. 47; Political Science Quarterly, xv. 181; 
Gunton’s Magazine, xix. 209. 
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veloped naturally out of the conditions of modern com- 
petition. Monopolies and Trusts advocates remedies that 
are designed to restore competition to its former position 
as the fundamental economic force; The Trust Problem 
accepts the principle of combination, and proposes con- 
servative methods of regulating monopolistic enterprises. 
From the study of the two books the reader can gain a 
competent knowledge of the chief subjects that now inter- 
est students of this important question. 

(4) In a fourth group we may place a number of articles 
which relate to various phases of the trust movement. 
Upon the financial aspects of consolidation three refer- 
ences may be commended to the reader.* Mr. Charles S. 
Fairchild has discussed, from the point of view of the 
practical banker, the financing of trusts. Mr. James B. 
Dill has called attention to the dangers that have attended 
the manufacture of industrial securities, often falsely so- 
called, and has insisted that the only safety for the trusts 
can be found in the complete abandonment of speculative 
management; while Dr. E.S. Meade has written a most 
valuable survey of the financial aspects of the trust 
problem. 

Comparatively little work has been done in recent years 
upon the history of individual trusts, probably because the 
consolidation movement has been so well-nigh universal as 
to draw attention away from the fortunes of particular 
enterprises. Yet special articles have been devoted to the 
wire-nail association of 1895, the tin-plate combination, and 
some others; while the testimony taken by the Indus- 
trial Commission contains a large amount of material for 
the history of recent industrial changes. Finally, the 

* See Fairchild and Dill, in Publications of the American Economic Associa- 
tion, Third Series, i. 149 and 177; Dill, in Corporations and Public Welfare, 


107; Dill, The College Man and the Corporate Proposition, privately printed 

(New York, 1900) ; and Meade, in Annals of the American Academy of Political 
t See Edgerton, in Political Science Quarterly, xii. 246; McVey, in Yale 

Review, viii. 156; also Harper’s Weekly, xlii. 202 ; Independent, xlix. 273. 
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phenomenal activity of trust promoters in 1898 and the 
earlier part of 1899 has been well described by Mr. Byron 
Holt.* 

(5) A fifth class comprises those writings which relate 
primarily to the special favors and other abuses by which, 
undoubtedly, trusts have profited to a considerable extent. 
Most prominent among such evils has been discrimination 
in railway rates. Mr. Lloyd’s Wealth against Common- 
wealth did good service in showing the potency of the 
“smokeless rebate” as a weapon for destroying competi- 
tion, and few recent writers have failed to say something 
on this subject.t Of late the tendency has been to give 
too little weight to this factor in the trust problem; and 
it is well for us to be reminded by Mr. Aldace F. Walker 
that “the trusts have the railroads by the throat,” and to 
have Mr. Prouty, of the Interstate Commerce Commis- 
sion, explain the precise methods by which the federal 
law against discriminations is constantly violated. 

Naturally enough, the relations of trusts to the protec- 
tive tariff have claimed the attention of many writers; but 
comparatively little work has been devoted primarily to 
this subject. Economists have been so much occupied 
with discussions of the advantages of large-scale produc- 
tion and the destructive character of competition that 
they have probably minimized unduly the importance of 
the tariff as a factor in the present situation. The Indus- 
trial Commission, in particular, has evinced such an anxiety 
that no harm to the cause of high protection shall come 
from its investigations as to lead the Philadelphia Ledger 
to remark, in a recent editorial, that, “if this be a sample 
of the character of the inquiry the Industrial Commission 
is pursuing, it might as well suspend its hearings, since it 

* Review of Reviews, xix. 675. 
+ For writings dealing primarily with railroad discriminations, see H. D. 
Lloyd, Wealth against Commonwealth (New York, 1894); J. Hardesty, The 


Mother of Trusts, 185-208 (Kansas City, 1899); Prouty, in Annals, xv. 41; 
Walker, in Forum, xxvii. 256-257 ; Newcomb, in Gunton’s Magazine, xvii. 347. 
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is plainly committed to the preservation of the trust-pro- 
moting and sustaining provisions of the existing tariff, no 
matter how glaring may be the abuses perpetrated under 
cover of its schedules.” We hardly need to be informed 
that some trusts are independent of tariff protection, and 
that combinations of capital exist in England under free 
trade ; since very few people imagine that protective duties 
are the sole cause of trusts, and we know that unrestricted 
foreign competition prevents most English combinations 
from abusing their powers. The chief questions worth 
discussing are whether, as Mr. Havemeyer alleges, the 
tariff causes over-investment in certain industries, thus 
producing a period of depression that results in consolida- 
tion ; and to what extent the prices of tin plate, steel rails, 
wire nails, window glass, paper, salt, sugar, and other arti- 
cles controlled by trusts or pools, have been raised to 
exorbitant figures under the shelter of protective duties. 
In this direction the New England Free Trade League 
has rendered us a service by publishing a series of letters 
relating to the extortion practised by many of the trusts.* 

(6) In the sixth class belong the writings of the pane- 
gyrists of the trust movement.t In these works, indus- 
trial combinations are represented as the greatest invention 
and benefaction of this age or almost any other; and those 
who hold opposing views are designated by such pleasing 
terms as socialists, demagogues, blackmailers, and the like. 
Popular discontent against trusts is due to “hatred of 

* Twenty-four Letters relating to Trusts and the Tariff \(Boston, 649 Tremont 
Building). See, also, Taussig, in Quarterly Journal of Economics, xiv. 500, 501, 
503, 507. 

t Although works of this class have been distributed broadcast, the writer 
has not been able to secure copies of all of them. Those at hand are: H. Ap- 
thorp, Trusts and their Relation to Industrial Progress (Cleveland, 1899) ; C. R. 
Flint, Industrial Combinations (N. P., N. D.); G. Gunton, Trusts and the 
Public (New York, 1899); D. F. Kennedy, Trusts: An Argument from Labor’s 
Standpoint (N. P., N. D.). Mr. S. C. T. Dodd has brought together a number 
of papers previously published, and they now appear under the title Trusts 
(New York, 1900). As representative of magazine articles of this class, see 
R. P. Flower, in Gunton’s Magazine, xiii. 251; Gunton, in Gunton’s Magazine, 
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wealth,” hostility to capital, or at least to the desire to 
stir up class feeling and organize a crusade against pros- 
perity. Particular mention will be made only of Gunton’s 
Trusts and the Public, which is an amorphous collection 
of papers written at various times during the last dozen 
years. The author is most outspoken in condemning anti- 
trust agitation, and loud in his praises of industrial com- 
binations, especially the Standard Oil Company. A 
noticeable feature of the book is the effort made to refute 
all charges brought against this organization. In the 
earlier papers, written before 1899, the sugar combination 
figures as a second model trust; but upon this subject Mr. 
Gunton’s views changed after Mr. Havemeyer went to 
Washington, and told the Industrial Commission that the 
tariff is “the mother of all trusts.” Before that time Mr. 
Gunton had insisted that good trusts, like the sugar and 
oil combinations, formed for economic purposes, are not 
monopolies; but, after Mr. Havemeyer’s fall from grace, 
we find this author denouncing him as “a cunning monop- 
olist.” In a paper written in 1888, which forms the first 
chapter of the book, Mr. Gunton had proved that fears of 
the political influence of trusts are unfounded; but in 
1899 he wrote that the activity of the sugar magnates in 
Washington had become “a national scandal,” as bad, in 
fact, as anything that had ever “occurred in the public 
affairs of the Republic.” Mr. Gunton’s own conclusion is 
that, *“* Tariffs and trusts should be discussed on their own 
merits, separately,” — a method that certainly possesses the 
merit of convenience for those who entertain views similar 
to his own. 

(T) Writings of the seventh class we will designate as 
radical, since they come from those who advocate most rad- 
ical methods of reform.* Mr. Hugh Lusk devotes special 

*F, A. Adams, Who Rules America? (New York, 1899); H. L. Chaffee, 
Book of Trusts (Chicago, 1900); W. H. Harvey, Coin on Money, Trusts, and Im- 
perialism (Chicago, 1899); H. Lusk, Our Foes at Home (New York, 1899); G. H. 


Shibley, A Trust of Trusts (Chicago, 1898) ; The Monopoly Question (New York, 
1900) ; Momentous Issues (Chicago, 1900). 
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attention to the legislation adopted in New Zealand to 
check the growth of monopoly. Most of the other works 
included in this group have much to say concerning the 
relation of the money question to the trust problem. 
Thus it is urged that the era of falling prices drove pro- 
ducers into consolidation ;* and “Coin” holds that the 
“money trust” is the mother of all others, and will ulti- 
mately control all other combinations. Of more interest 
are the specific references to the consolidation now in 
progress in the world of banking.+ Beyond all doubt a 
combination, represented by such institutions as the 
National City Bank, is now under way, the purpose of 
which is to dominate the banking business in our chief - 
financial centres. The day may come when all econo- 
mists will be obliged to give this movement their serious 
attention. 

(8) Our eighth class includes literature on the legal 
aspects of trusts, of which naturally enough the output 
has not been small.{ It is not the purpose of this article 
to emphasize the legal side of the trust question, and a 
bare outline of the results of recent discussions will suffice. 
The advocates of trusts believe that the legal position of 
these corporations is now unassailable. It is conceded 
that old-fashioned “conspiracies to engross the necessaries 
of life” are unlawful, and that the early trust agreements 
or such contracts as that of the Addyston Pipe combination 
cannot be sustained. But the large corporations now 
known as trusts are deemed perfectly secure, since the 


*See also E. B. Andrews, in International. Journal of Ethics, iv. 323, and 
Swain, in Chicago Conference on Trusts, 537-539. 

t See facts presented in Report of the Anti-trust Conference, 326-327 ; Shib- 
ley, Momentous Issues, 77-78 ; Harper, Restraint of Trade, 342-345. 

{For books see C. F. Beach, Treatise on the Law of Monopolies and Indus- 
trial Trusts (St. Louis, 1898); F. H. Cooke, The Law of Trade and Labor Com- 
binations (Chicago, 1898). For important periodical literature see American 
Law Register, xxx. 751; American Law Review, xxxiii. 63, 499, xxxiv. 186 ; Har- 
vard Law Review, vii. 128, 157, 333; American Journal of Sociology, i. 411; 
Political Science Quarterly, xii. 212, 622; Quarterly Journal of Economics, xiv. 
416; Forum, xxvi. 452, xxviii. 732. 
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powers of Congress to regulate interstate commerce do not, 
under the decision of the Supreme Court in the Knight 
case,* extend to manufacturing enterprises; while the 
States cannot prevent their citizens from selling their 
property to domestic corporations or restrain them from 
purchasing the products of foreign companies. Upon the 
other hand there are those who contend that the forma- 
tion of a monopoly is illegal, whether this is done by 
means of a pool, a trust, or an incorporated company ; ¢ 
and there are not wanting writers who declare that, 
although State corporations engaged in manufactures are 
not directly amenable to the power of Congress to con- 
trol interstate commerce, nevertheless these companies 
can be reached indirectly by laws excluding the products 
of monopolistic combinations from interstate commerce, 
prohibiting such organizations from using the mails, and 
employing other drastic measures.f 


II. 


Of the many important questions involved in the study 
of trusts, the most fundamental concerns the alleged 
monopolistic character of these combinations; and, since 
diagnosis must precede the rational treatment of the dis- 
ease,—if disease there be,—this aspect of the problem 
may be considered to possess the greatest theoretical and 
practical importance. What, then, do recent discussions 
have to say upon this subject? 4 

From a number of writers we meet the contention that 

*156 U. S., 1. 

+ Thus it is pointed out that in the Knight case the court had no difficulty 
in recognizing that the sugar combination was a monopoly, although it de- 
clined to interfere on the ground that the manufacture of refined sugar was 
not interstate commerce. 

t Besides these eight classes of writings, there remain three pamphlets, for 
which a single note will suffice. Two of these are by socialists: J. B. Smiley, 
To What are Trusts Leading? (Chicago, 1899); B. Bouroff, The Impending 
Crisis (Chicago, 1900). The third describes a farmers’ trust: L. L. Hopkins, 
The Coming Trust (New York, 1900). 
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the trusts are not monopolies in any proper sense of the 
term.* Mr. Gunton argues that, whenever these com- 
binations have secured control of their respective indus- 
tries, this power has come from their ability to render 
cheaper and better service, and not from the possession of 
any exclusive privileges. So that potential competition 
always remains, and monopoly cannot be said to exist. 
Mr. Dodd says that, since “all are free to combine,” com- 
petition is not destroyed, but is merely “moved to a 
higher plane.” Mr. Robinson tells us that, while trusts 
may involve “the repression of competition,” they are 
monopolies neither “in scope nor method”; and many 
similar citations might be given if space would permit. 
But some of those who entertain this view of the case 
have adopted a very different tone when discussing such 
unfortunate enterprises as the New York ice combination, 
which, for some singular reason, was not considered an 
orthodox trust in good and regular standing. 

Some legal writers are inclined to insist upon a narrow 
definition of monopoly, which would restrict it to those 
cases where a person or company enjoys an exclusive 
grant from the government.t Thus Mr. Knox declares: 
“ Monopolies can only exist by grant from the sovereign. 
They cannot be created by contract between individuals.” 
Mr. Dodd would define monopoly as “a grant by the 
government for the sole buying, working, making, or 
using of anything”; and Mr. Weil adopts a similar defini- 
tion. In further support of this view, a few decisions of 
our courts may be cited.~ But the general trend of the 
decisions is overwhelmingly in the contrary direction ; § 

* For the references, in order, see Gunton, Trusts and the Public, 5, 7, 8, 36; 
Gunton’s Magazine, xix. 350, 351; Dodd, Trusts, 44; Robinson, in Conservative 
Review, iv. 50, 52. See also Chicago Conference, 476; Apthorp, Trusts, 11; 
Journal of Political Economy, viii. 29; Forum, xxvii. 260. 

tSee American Law Register, xxxvi. 423; Dodd, Trusts, 36, 37; Chicago 


Conference, 86. 
$52 Fed. Rep., 115, 567. 
§54 Hun, 354, 356, 376, 379; 30 N. E. R., 279, 290; 44 Fed. Rep., 721; 
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and Mr. F. H. Cooke makes a correct statement of the 
present legal doctrine when he says: * “ Within a com- 
paratively recent period the conception of a monopoly has 
been extended from a right created by government to a 
condition produced by the acts of mere individuals; thus, 
where within a given area all sales of a given article are 
made by a single individual or set of individuals.” + 

The vast majority of writers recognize that the trusts 
generally attempt to secure a monopoly and actually 
possess monopolistic features,—a fact upon which it is 
unnecessary to dwell. But oftentimes the word “ mo- 
nopoly ” is qualified by the use of such adjectives as “ par- 
tial,” “incomplete,” “precarious,” or “temporary.” { It 
is clear, furthermore, that the meaning attached to the 
term § is such a degree of control over the supply of a 
commodity as enables the person or persons possessing it 
to control the price, and fix charges at something more 
than the normal competitive rate. In order to be com- 
plete, the monopoly must be able to maintain prices at the 
point of highest net returns. 

The conclusion that the element of monopoly inheres 
in the trust movement is based, in the first place, upon 
evidence concerning the purposes for which combinations 
are formed. Prominent business men who have declined 
85 Fed. Rep., 271; 156 U. S., 16, 18; 166 U. S., 322; 175 U.S., 244. The fol- 
lowing words of Chief Justice Fuller seem to settle the question: ‘‘ Again, all 
the authorities agree that in order to vitiate a contract or combination it is not 
essential that its result should be a complete monopoly. It is sufficient if it 
really tends to that end and to deprive the public of 4he advantages which flow 
from free competition.”’ 156 U. S., 16. 

* Law of Trade and Labor Combinations, 94, 95. 

+ For other legal writers holding the same view, see Huffeut, in Industrial 
Commission, i. part 2, p. 1211; Gaither and Keasbey, in Chicago Conference, 286, 
384, and Harvard Law Review, xiii. 199. 

t Jenks, Trust Problem, 61; Sherwood, in Yale Review, viii. 365; Collier, 
The Trusts, 302; Brooks, in Chicago Conference, 62; Forrest, in American Jour- 
nal of Sociology, v. 241. On the other hand, Andrews says the trusts mean 
‘*absolute monopoly’? of a permanent character. International Journal of 
Ethics, iv. 325, 326. 

§ £.g., see Ely, Monopolies and Trusts, 14 ; Jenks, Trust Problem, 64, 65. 
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invitations to enter trusts, or have had knowledge of the 
circumstances attending the formation of such enterprises, 
state most explicitly that the main inducement held out 
to the owners of the plants which are to be combined is 
the prospect of controlling the market and exacting higher 
prices.* Then the prospectuses issued by many combina- 
tions tell the same story, and control over the greater 
part of the output must generally be secured before the 
promoter can make his proposition attractive to finan- 
ciers and investors.t Such control must be obtained at 
all hazards, even at the expense of paying extortionate 
prices for efficient plants or buying worthless factories at 
substantial valuations.t Moreover, the tactics employed 
to stifle possible competition are decidedly unlovely, and 
are almost inexplicable upon any other assumption than 
that a desire exists to secure monopolistic powers.§ Finally, 
several trust magnates have admitted that the purpose of 
their companies was to control output and prices, and have 
conceded that this had been accomplished. || 

But the best evidence of the existence of such intent is 
the fact, which appealed so strongly to Judge Taft in the 
Addyston case,{[ that monopolistic powers have been exer- 
cised. Economists do not need to be told that a combina- 

*See T. B. Walker, in Chicago Conference, 540, 541; J.S. Pillsbury, in 
Nettleton, 250, 251; Griffiths, in Report Industrial Commission, i. 176. 

t See Annals, xvi. 358; Commercial and Financial Chronicle, July 23, 1898 ; 
Nettleton, Trusts, 52. 

¢ Thus one concern held up the American Tobacco Company for $12,500,000 
in cash. Annals, xvi. 364. See, further, Collier, 67, 68 ; von Halle, 61; Nettle- 
ton, 250; Carnegie, in Century, lx. 148. 

§ Passing over the more objectionable tactics, a single instance may be 
cited. The American Tin-plate Company made contracts with manufacturers 


of machinery by which the combination was to purchase the entire output. 
Yale Review, viii. 167 ; Industrial Commission, i. 179. Could evidence of mo- 
nopolistic purpose be clearer ? 

|| McNulta, Havemeyer, and Gates. Industrial Commission, i. 60, 63, 81, 
part 2, 1009,1010. Jenks says that in private conversation such persons will 
usually admit that the chief purpose “has been to check competition.”’ Quar- 
terly Journal of Economics, xv. 47. 

1175 U.S. R., 237. 
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tion that produces from 70 to 90 per cent. of the supply 
can substantially control prices,* and this is admitted by 
such expert witnesses as Messrs. Havemeyer and Arch- 
bold.t It is well known that many trusts control from 
65 to 95 per cent. of the products of their respective indus- 
tries,¢ and that some of them announce from day to day 
the prices that prevail in domestic markets.§ Therefore, 
we are not surprised to learn that the most reliable 
investigation into prices || shows that, in almost every 
case, combinations have managed to increase the margin 
between the cost of materials and the price of the finished 
product for considerable periods of time.** This fact estab- 
lishes the existence of monopolistic intent and monopolistic 


power. 
Il. 


Since most writers recognize that the recent combina- 
tions of capital have developed monopolistic tendencies to 
a considerable extent, the outlook for the future becomes 
a most interesting and important problem. Under all the 
circumstances, it is not surprising that recent years have 
witnessed numerous attempts to bring the control of 
various industries into the hands of single corporations of 


* Only Gunton denies this. See Gunton’s Magazine, xviii. 566. 

t Industrial Commission, i. 60, 129. 

tSee Industrial Commission, i. 18, 19; Bulletin of Department of Labor, No. 
29, pp. 731, 735. 

§ Industrial Commission, i. 19; Bulletin, 708. 

|| Industrial Commission, i. 39-57 ; Bulletin, 708-765 * Jenks, 130-170, 

] On this method of procedure see Bulletin, 709, 710. 

** Partisans of the trusts follow generally one of two methods when present- 
ing statistics of prices. Sometimes they naively quote merely the prices of 
refined oil from 1872 to the present, and claim for the trust the credit of the 
reduction. See Dodd, Trusts, 25, 26, 56; Flower, in Gunton’s Magazine, xiii. 
254; Gunton, Trusts and the Public, 218. In other cases, they exhibit tables 
showing the margin between the prices of crude and refined oil from 1871 down 
to the time of writing, and claim for the trust the credit of the decline. Here 
they carefully avoid comparing the margin before the formation of the trust in 
1882 with the margin since that date. See Dodd, 62, 93, 94; Gunton, 14. 
Comment upon any of these performances is needless, 
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colossal magnitude, which possess and exercise the power 
of monopoly. But the reader of recent trust literature 
finds that many writers of recognized authority contend 
that these conditions of centralized control are to be per- 
manent in industries that require heavy investments of 
capital for their successful prosecution, and that competi- 
tion is a thing of the past. 

In considering this proposition, careful discrimination is 
necessary at the very outset. There are three possible 
conditions under which industries may be conducted,— 
production upon a small scale, production upon a large 
scale, and centralized management by a single company or 
combination. Every student of economic history knows 
that production upon a small scale was long ago superseded 
in most important branches of manufactures by under- 
takings of a large size. The combinations of recent years 
have sought to replace these large establishments by single 
consolidated enterprises; and this is the real meaning of 
the trust movement and the arguments advanced to prove 
its natural and desirable character. No one wishes to 
revert to the stage when production was carried on by 
small establishments. Controversy exists only concerning 
the advantages of superseding large-scale production by 
combinations that include all important establishments in 
a single line of business. The “industrial combination,” 
which those who take a generally favorable view of trusts 
are upholding, must mean the replacement of independent 
enterprises already conducted on a large scale by a single 
centralized management. To combinations of this char- 
acter writers may or may not apply the term “ monopo- 
lies”; but the real issue, nevertheless, is the alleged 
superiority of a single body of producers over independent 
rival concerns. When it is contended that combination 
means not “necessarily one great trust, comprising one 
great industry,” but merely “an enlargement of capital,” * 
we must insist that this is not what the arguments in 


* Apthorp, Trusts, 25. 
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favor of centralization are considered or designed to prove. 
When another writer tells us that combination may be 
contrasted not with competition, but with “ isolation,’”— 
by which, probably, production in small establishments is 
to be understood,— we may properly remind him that in 
his own works combination is used as the opposite of com- 
petition, and that he says that sometimes “ industrial units 
which are necessary for proper utilization of labor become 
so large as to produce actual monopoly.” * When others 
tell us that the trusts have seldom secured that immunity 
from competition which monopoly implies,t it must be 
replied that this fact serves merely to discredit some of 
the arguments intended to prove the superiority of con- 
solidation, and does not alter the purpose for which these 
arguments are advanced. If the tendency towards combi- 
nation means anything, it means the substitution of cen- 
tralized and consolidated management for the rivalry of 
independent concerns; and this may fairly be termed 
monopoly. If, furthermore, the advocates of combinations 
intend to defend nothing more than production upon a 
large scale, they should revise their list of arguments 
designed to prove that competition is “ wasteful,” “ de- 
structive,” “suicidal,” and “a thing of the past”; and 
should make it clear that they do not uphold the action 
of most of our trusts in consolidating all establishments 
of a given class, in order to “regulate production” or to 
“remove the evils of competition.” We may advise the 
reader, therefore, to grasp firmly the distinction between 
large-scale production and monopoly, and to note carefully 
whether the arguments advanced in favor of combination 
relate to the one thing or the other. Unless this is done, 
clearness of thought becomes impossible. 

*See Hadley, in Atlantic Monthly, \xxix. 377, 378. With this compare 
Hadley’s Economics, 153, 154. The passage quoted refers immediately to pub- 
lic service industries, but at the bottom of page 154 the author applies this and 


other arguments to other branches of business. 
t Collier, 106; von Halle, 72; Gunton’s Magazine, xix. 350; Apthorp, 11. 
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Does the trust movement, then, mean a permanent 
régime of monopoly in industries where large amounts 
of capital must be employed? Some writers who consider 
the movement to be, upon the whole, a desirable develop- 
ment in industry, answer clearly in the negative. Thus 
Professor Sherwood says* that the dominant position 
which trusts now enjoy depends mainly upon “ monopoly 
of undertaking ability,” and that this is “in its nature 
temporary and the result of a competitive process.” The 
large gains that now accrue to these monopolistic enter- 
prises are merely a temporary reward for the development 
of a superior form of business organization. And Mr. 
Carnegie, Mr. Dill, Mr. Wanamaker, and others f insist 
that “every attempt to monopolize the manufacture of 
any staple article carries within its own bosom the seeds 
of failure,” or that “no men, or body of men, have ever 
been able, or will be able, permanently to hold control of 
any one article of trade and commerce.” 

But the arguments of most of those who take a favor- 
able view of trusts cannot be given such interpretation. 
Some writers state clearly and frankly ¢ that “the com- 
petitive system of industry is fast passing away,” and that 
all lines of business “are, or soon are to be, monopolized ” ; 
that “monopolies of every sort are an inevitable result 
from certain conditions of modern civilization”; “ that ex- 
perience seems to justify the belief that monopoly within 
certain limits . . . may be secured simply by the posses- 
sion of large capital”; or that trusts represent “a vast 
accumulation of productive resources which renders the 
competition of small concerns hopeless.” And this is the 
view, of course, which is entertained by persons of social- 


* Yale Review, viii. 365-368. 

t Century Magazine, Ix. 148; Dill, The Corporate Proposition, 18; Corpora- 
tions and Public Welfare, 128 ; Chicago Conference, 576, 623. 

tSee, in order, Andrews, in International Journal of Ethics, iv. 321, 333 ; 
Baker, 159; Jenks, 64, 65; American Journal of Sociology, v. 232. With these 
see Kinley, in Progress, v. 18; Shaw, in Nettleton, 36, 41. 
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istic tendencies.* Sometimes it is attempted to add force 
to such arguments by calling combination the result of an 
evolutionary process of survival; and one writer remarks ¢ 
that the trust is “an evolution from the heterogeneous to 
the homogeneous,” —a statement which will interest those 
who happen to remember the Spencerian formula, 

But other economists are less explicit. Writing of the 
trusts, von Halle says ¢ that “in the manufacturing indus- 
tries, the victory of production on a large scale seems as- 
sured”; and he concludes his work with the somewhat 
oracular remark that “the future belongs neither to the 
prophets of individualism, nor to the ideals of the social 
democrats.” Mr. Brooks thinks that “practical monopo- 
lies” have been formed, but that they can be permanent 
only in case “they put some kind of economic superiority 
upon the market.”§ Mr. Collier, rather inconsistently, 
says that competition is “ business committing suicide,” and 
then thinks that the trusts will be controlled by potential 
competition.|| Professor Bemis looks upon a trust as “ vir- 
tually a monopoly of large capital,” possessing “ vast possi- 
bilities of social advantage” ; but thinks that we cannot pro- 
nounce a final judgment “until we have first removed all 
special privileges.” {J And, finally, President Hadley be- 
lieves that modern conditions “ work in favor of those who 
advocate combination, and make it harder for independent 
competitors to resist it, or for the law to prohibit it on 
grounds of public policy”; yet he holds that, if prices are 
raised unduly, “new capital will come into the business.” ** 

*See writer quoted by Ely, Monopolies, 146; J . A. Hobson, Evolution of 
Modern Capitalism, 126 (London, 1894), 

t Century Magazine, 1x. 144. 

t Trusts, 63, 140, 149. For another failure to make clear the distinction 
between large-scale production and monopoly, and therefore a failure to convey 
a clear impression to the reader, see Holt, in Review of Reviews, xix. 675. 

§ Chicago Conference, 62. || The Trusts, 53, 143, 106. 

| Chicago Conference, 395, 399 ; Report of Anti-trust Conference, 339, 342. 

** Economics, 153, 161. In Scribner’s Magazine, xxvi. 607, he is more explicit, 
— sufficiently so, perhaps, to justify our classing him with the writers mentioned 
in the previous paragraph. 
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But, if the advantages of industrial combinations, in both 
producing and marketing their products, are as great as 
most of these writers affirm, it is hard to see how unity 
of management can fail to secure ultimate control of most 
branches of manufactures. The lack of explicit forecasts 
of the future need not, therefore, prevent us from con- 
cluding that the general position of these economists is 
that a tendency to permanent monopoly may be clearly 
recognized. 

But economists who think that, for the future, monop- 
oly is to be the order of the day, generally consider that 
this control of industry will be limited by what is termed 
potential competition. Thus they do not affirm that abso- 
lute monopoly will prevail, but merely such a control of 
production and prices as will not tempt new capital into 
the field. To this subject we shall return in our later 
paragraphs. 

Attention may now be directed to the reasons for this 
belief in the tendency of large-scale production to pass 
over into monopoly, and to the criticisms which such 
views evoke from writers who deny the existence of such 
a tendency. In favor of this proposition three general 
lines of argument may be distinguished: (a) the conten- 
tion that a consolidated enterprise possesses advantages 
over independent companies in producing and marketing 
its goods; (6) the claim that mere mass of capital confers 
powers of destructive warfare so great as to deter pos- 
sible competitors from entering the field; (¢) the belief 
that modern competition between large rival establish- 
ments, representing heavy investments of fixed capital, 
is injurious to the public, ruinous to the producers, and 
in its final outcome self-destructive. As our discus- 
sion proceeds, it will become evident to the reader that 
all of these arguments can be employed, with-consistency, 
only by those who believe that the competitive régime is 
to be replaced by an era of monopoly. 
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IV. 


First in this list is the contention that a consolidated 
concern is a more efficient agent of production and ex- 
change. It is claimed that a combination can effect a 
saving in no less than twenty different directions; * and 
the economy arising from such sources is declared to be 
great enough to give the trust a control over the market 
based solely upon superior efficiency, and to make com- 
petition “hopeless.” { For this reason it is held that such 
combinations may confer “enormous” benefits upon so- 
ciety.§ The critic may well entertain the suspicion, 
however, after reading what is said upon this subject, 
that these arguments prove almost too much; for, if in 
twenty directions substantial economies may be realized 
by a combination, it would seem that the utter futility of 
competition would have been recognized by the business 
world long ago. If these arguments be altogether true, 
how is it that the trusts find competition so troublesome, 
and consider it “good business” to resort to the most 
disagreeable means of driving “interlopers” out of the 
field? Such tactics are decidedly “bad business,” if they 
are needless; and we can hardly think that the shrewd 
managers of the trusts would care to arouse public re- 
sentment by unnecessarily harsh methods. 

To consider this line of argument in any complete man- 
ner would expand this article into a volume; and we can 
discuss, therefore, only some of the more important sav- 
ings that trusts are believed to realize. Of the twenty 
specific economies that have been enumerated, we shall 
take no notice of five which may be considered either 

* For detailed lists of these economies see Baker, 9-14; Jenks, 21-43, 212- 
213; Gunton, 11, 12, 37, 38; Ely, 145-160; Collier, 61-77; Quarterly Journal of 
Economics, xv. 49; Progress, v. 23-25 ; Nettleton, 19, 20, 25-27. 

t See Gunton, Trusts, 5, 36; Gunton’s Magazine, xix. 350, 351; Chicago Con- 
JSerence, 476, 477, 588. 

t American Journal of Sociology, v. 232. 

§ Jenks, 213. See also Baker, 25; Collier, 37-39; Progress, v. 18. 
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doubtful or of minor importance.* Six others will be 
relegated to a foot-note, since it may be denied emphati- 
cally that they represent any substantial advantages 
which large independent companies cannot secure. 
Three more may be set aside for incidental discussion ¢ in 
connection with the views of those who deny the ten- 
dency to monopoly. Of the remainder, three items relate 
to advantages in the manufacture and three to economies 
in the exchange of products. 

Thus it is claimed that trusts, by filling orders from the 
nearest plant, can effect a great saving in cross-freights. 


*These alleged advantages are: (1) combinations will prevent adultera- 
tion and improve products; (2) they will reduce losses from unwise extension 
of credits ; (3) they will not suffer from stoppage of work by accidents in any 
one locality, or by labor troubles; (4) they need to carry smaller stocks of 
goods to meet demands of the market; (5) they may eliminate needless mid- 
dlemen. 

t These six items illustrate the necessity of discriminating sharply between 
large-scale production and monopoly. (1) It is said that combinations can 
specialize the machinery of the separate plants, thus saving the loss resulting 
from changing from one kind of work to another. Jenks, 36,37. But large 
independent concerns have often done the same thing. (2) Combinations can 
push trade in foreign markets. But large independent companies have been 
equally successfully, or almost so. This claim provokes a smile from a Min- 
neapolis miller. See Nettleton, 250. Such concerns as the Baldwin Locomo- 
tive Company deny that combination is necessary for this purpose. Rivals of 
the Standard Oil Company are now following the trust into European markets. 
Industrial Commission, i. 22. The Industrial Commission concluded that 
foreign trade does not need a monopoly. Op. cit., 23. Wherever a combina- 
tion, by keeping domestic prices at high figures, is able to sell a larger surplus 
abroad at low rates, we may deny the desirability of such extension of trade. 
On the general subject see Nettleton, 65-66. (3) Trusts can conduct auxiliary 
or subsidiary industries. So do many independent enterprises. Note Taus- 
sig’s description of the extent of the activities of our large iron and steel com- 
panies. Quarterly Journal of Economics, xiv. 159, 160. (4) Trusts utilize by- 
products. So do large independent establishments, while small establishments 
sometimes co-operate for this purpose. (5) Trusts can employ chemists, 
inventors, and other experts to improve methods. This has for years been 
done by many large companies not in combinations. (6) Trusts can insure 
their own plants. But independent concerns may co-operate in establishing 
factory insurance companies, and secure the lowest possible rates, as some of 
our textile trades have done. 

t These three advantages are: (1) combinations can specialize skill in 
management; (2) they can compare methods and costs of production in 
different plants; (3) fixed charges decrease as the size of the enterprise in- 
creases. 
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Data upon this question are available in the recent Bulletin 
of the Department of Labor.* Of the forty-one combinations 
reporting, twenty-seven failed to answer this question, nine 
claimed a saving from this source, and five stated that there 
was no gain. Of the nine reporting a saving, the Bulletin 
states the amount only in three cases; and in two of these 
the item of cross-freights was combined with other econ- 
omies, the aggregate sums being $400,000 and “consid- 
erably over $500,000.” This, be it remembered, is the 
trusts’ own showing, and is certainly not an underestimate. 
The reason for these comparatively small results is not 
difficult to discover, and has been recently explained by a 
writer who has heretofore emphasized most strongly this 
particular economy of consolidation.t When the monop- 
olized product is of a bulky sort, the industry is already 
localized pretty thoroughly before combination takes place ; 
and, since most of the former independent establishments 
were producing chiefly for their natural local constitu- 
encies, the trust can save little in cross-freights. When, 
however, the product is light, transportation charges 
become a matter of small moment. In either case the 
room for saving in cross-freights is not nearly as large as 
has been represented, while often it does not exist. 

Then it is urged that a trust can draw upon all the 
patented devices of the constituent companies, and employ 
only those that are most efficient. But advantages accru- 
ing from this fact will in most cases prove to be of a tem- 
porary nature, as trusts that have tried, to base a monopoly 
upon the control of all available patents have learned in 
the past, and will learn in the future. Moreover, a simple 
reform in our patent laws will make the best processes 
available for all producers ¢ at any time that the public 

* Bulletin, No. 29, p. 673. 

t Jenks, in Quarterly Journal of Economics, xv. 49. 

t All writers recognize that patents have contributed materially to the 


establishment of certain monopolies. See the case of the American Steel and 
Wire Company. Industrial Commission, i. 18. Some measure of reform in our 
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finds such a measure to be necessary for protection against 
monopoly. Here, then, we find no natural law working 
resistlessly towards combination, but a man-made device 
which can be regulated as public policy may dictate. 

Again, we are told that a trust can produce more 
cheaply than separate concerns, because all the plants 
utilized can be run at their full capacity; whereas, under 
competition, many establishments can be kept in operation 
but a part of the time. Two observations may be made 
concerning this claim. First, the extent of the economies 
thus realized is grossly exaggerated. The whiskey com- 
bination furnishes the stock illustration employed to en- 
force this argument ; * and we are told that this trust was 
able to close all but twelve out of the eighty constituent 
plants, and yet produce almost the same quantity of 
spirits that formerly had been put upon the market. But 
the distilling industry is a highly exceptional case. For 
twenty-five years prior to the formation of the trust the 
federal tax upon whiskey had been so manipulated by the 
distillers as to call into the industry enormously exces- 
sive investments of capital. Competition, of itself, would 
never have produced conditions even remotely resembling 
those that prevailed in this business from 1865 to 1887.+ 
The sugar refining industry is another stock illustration, 
but here, it is conceded, ¢ the tariff had given an undue 
stimulus to investments; and the same thing is true, prob- 
ably, of many, if not most, of the trusts that have been 
able to close up a considerable number of plants.§ In 
patent laws is favored by such a conservative writer as J. B. Clark and by some 
of those who uphold trusts. See Chicago Conference, 408; Jenks, 220, 221; 
Collier, 201. 

*See Jenks, Trust Problem, 34; von Halle, Trusts, 59, 66. 

t These facts are clearly stated by Jenks in Political Science Quarterly, iv. 
297 et seq. 

t Jenks Trust Problem, 45. See Havemeyer’s testimony, in Industrial Com- 
mission, i, 59, 


§ For other cases see Yale Review, vii. 315, viii. 157, 170 ; Industrial Com- 
mission, i. 207. Other instances can be found without great difficulty. 
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general, it may be denied that, whenever governmental 
interference has not produced unhealthy and abnormal 
conditions, competition has led to such absurdly excessive 
investments as is commonly assumed. We must concede, 
however, that under normal conditions some reduction can 
be made in the number of plants required to supply the 
market at ordinary times; but this does not dispose of the 
matter. If a trust is to be prepared for supplying the 
market promptly in times of rapidly increasing demand, 
it is necessary that some surplus productive capacity must 
exist in periods of stationary or decreasing demand; for, 
as believers in the tendency to monopoly often remind us, 
many months, or even one or two years, are required for 
the construction of new plants. When this fact is taken 
into account, the case will stand as follows: except where 
the action of government has produced abnormal condi- 
tions, the capacity of competing establishments does not 
exceed the requirements of the market to any such degree 
as is commonly assumed ; even a trust must provide for 
periods of expanding trade, and this fact diminishes 
materially the margin for saving by avoiding the burden 
of idle factories; even then, not all rival establishments 
suffer seriously from inability to find continuous employ- 
ment for their plants, so that probably the advantages 
secured by the trust are of consequence only when the 
least fortunate or least efficient independent concerns 
are made the basis of comparison. In those cases, how- 
ever, where abnormal conditions have been created by 
the operation of our tax laws, we need entertain no sur- 
prise at the appearance of consolidated companies. But in 
the future, it may be asserted, this particular force will not 
prevent rival companies from competing for a share of an 
increasing trade. 

The last three economies relate to advantages in buying 
materials or selling products. It is urged that a com- 
bination can purchase its raw materials more cheaply than 
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separate concerns. This would probably be interesting 
news to many large companies not connected with trusts, 
and Professor Ely is undoubtedly right in remarking that 
all ability in bargaining is not controlled by combina- 
tions.* No one doubts that a large company can often 
secure better terms than a small establishment; but it is 
not so clear that every trust can secure supplies more 
cheaply than large independent enterprises, unless it is 
true that all combinations can arbitrarily depress the 
prices of the materials which they consume. Undoubt- 
edly, this has been done by some of the trusts,} although 
their partisans deny it; ¢ but such a saving represents no 
social gain, and sometimes it may be possible for would- 
be competitors to profit by the depressed condition of the 
market for raw materials. We do not need to deny that 
any combination can gain an advantage in the purchase of 
supplies,§ in order to support the contention that no gen- 
eral advantage accrues to the trusts from this source. On 
this point the Bulletin of the Department of Labor shows 
that a majority of the forty-one combinations investigated 
“did not answer this question specifically,” while the 
representations made by the minority claimed no great 
economy in purchases except in a few cases. Even when 
considerable savings are realized, it is always possible that 
these represent, chiefly or wholly, gains on that part of 
the aggregate purchases which was formerly made by the 
smaller and weaker establishments ; so that the realizing of 


_ anet gain does not establish the existence of an advantage 


over the largest companies that entered the combination. 

And, finally, we come to economies in advertising and 
in soliciting business, where the wastes of competition are 
certainly serious and the room for improvement correspond- 


* Monopolies, 162, 163. 

t Industrial Commission, i. 17, 142; Jenks, 155, 156; von Halle, 70. 

tSee Gunton, 82-87; Dodd, 62, 76. Dodd claims that the oil combination 
has raised the price of crude oil. 

§ For an instance, see Jenks, 145, 146. 
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ingly great. Those who deny the tendency to monopoly 
generally admit that a trust can have a material advantage 
here,* while those who affirm the existence of such a ten- 
dency evidently realize that their case is strongest at this 
point.t Yet an opportunity for saving in these depart- 
ments does not always exist,$ and the extent of the econ- 
omy is easily exaggerated in other cases. Mr. Nettleton 
is right when he says:§ “But to whatever extent the 
trust-organizers have counted on practically cancelling 
expenditure for these two items, on the ground that 
buyers will be obliged to come to the sole manufacturers, 
they are likely to be surprised. Those trusts that have 
tried this experiment have discovered that demand for 
commodities falls off with remarkable rapidity as soon as 
effort in pushing sales is materially reduced. To an ex- 
tent which few appreciate, the buying public has become 
accustomed to being reminded of its needs before making 
purchases. The country merchant often has more inertia 
than enterprise, and, with the periodical visits of his 
favorite drummer discontinued, his orders dwindle or are 
delayed until unseasonable. Except in staple and abso- 
lutely necessary commodities, demand is largely created 
and maintained by advertising through periodicals, cata- 
logues, or travelling salesmen. Hence, the trust that ex- 
pects to save the bulk of this important item must also 
expect to lose through diminished sales more than the 
economy represents. This is not theory, but the testi- 
mony of leading dealers in many lines.’. Moreover, those 
who believe in the permanence of competition will not 
lose sight of another consideration which is advanced by 
Professor Marshall,|| who writes concerning the econo- 
* Ely, 167; Nettleton, 64. 


t Jenks, 67, 68; Collier, 37,61. Both of these writers admit that the gains 
of combination are rather in marketing products than the work of manufacture. 

t Bulletin of Department of Labor, No. 29, p. 673. Here it is stated that 
several trusts reported that there was no saving in advertising, while one com- 
bination reported that more was spent. 

§ Trusts, 64. || Marshall, Some Aspects of Competition, 24. 
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mies accruing from these sources: “ But its weakness in 
this regard lies in the fact that to keep its monopoly it 
must be always bargaining and mancuvring on a large 
scale. And if its monopoly is invaded, it must bargain 
and manceuvre widely in matters of detail as well as in 
larger affairs.” 

The result of our discussion up to this point would 
seem to be that any advantages of a monopoly over inde- 
pendent concerns of a large size are but slight, except in 
the single matter of effecting sales. We must now take 
into account certain counteracting forces, upon which 
some writers rest their belief that competition will ulti- 
mately prevail. These economists contend, in the first 
place, that, outside the field of the natural monopolies, the 
growth of a business enterprise is limited by the fact that 
companies of a certain size will secure “maximum effi- 
ciency ” of investment, and that beyond this point concen- 
tration brings no increase in productive capacity. With- 
out introducing the arguments of professional economists 
upon the subject,* it may be pointed out that this view is 
entertained by many men who have a practical acquaint- 
ance with our large manufacturing industries.} This 
position is based upon the belief that a factory of a certain 
size will enable machinery to be employed in the most ad- 
vantageous manner; that a reasonable number of such 
plants will make possible all needful specialization of pro- 
duction; that allied and subsidiary industries can be, and 
are, carried on by large independent concerns; and that 
the cost and difficulties of supervision increase rapidly 
after a business is enlarged beyond a certain size, espe- 
cially when it is attempted to unite plants situated in dif- 


* See Clark, in Chicago Conference, 405; Adams, op. cit., 37; Ely, 165, 166; 
Rousiers, 281, 320; Meade, in Annals, xvi. 353. See also Chicago Conference, 
620; Nettleton, 62, 63. Even Jenks wavers at this point, 68. 

tSee Studebaker, in Chicago Conference, 575; Mr. Converse, of Baldwin 
Locomotive Works, in Springfield Republican, December 20, 1900; Messrs. 
Doscher, Post, Clarke, Griffiths, and Taylor, in Industrial Commission, 68, 88, 
185; Pillsbury, in Nettleton, 251. 
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ferent parts of the country. For this reason, increased 
output does not decrease the burden of fixed charges after 
a company attains a certain magnitude ;* but, on the con- 
trary, new charges arise. Among such new expenses, not 
the least important are the cost of employing the most 
skilled legal talent to steer the combination just close 
enough to the law, the expenses necessary for “ legisla- 
tive” and “educational” purposes, and the outlays for 
stifling competition or the continual “buying out” of 
would-be rivals. 

Not only is it denied that consolidation secures no de- 
crease of fixed charges over independent concerns possess- 
ing sufficient capital, but it is argued that an established 
monopoly will suffer actual loss from listless and unpro- 
gressive management. As the New York Journal of 
Commerce rightly insists, “ it is not to be denied that such 
concentrations of management will be subject to counter- 
vailing offsets from the absence of the stimulus of compe- 
tition; from the uncertainty about the management fall- 
ing into the best possible hands; from the discouragement 
to invention which always attends monopoly; and from 
the possibility that the administration may be intrusted to 
‘friends’ rather than to experts.” And the existence of 
such drawbacks is admitted by many of those who believe 
combination to be desirable and inevitable.t As Profes- 
sor Clark suggests, an established monopoly, secure in the 
possession of the markets of a large country, “would not 
need to be forever pulling out its machjnes and putting in 
better,” so that, as compared with countries where indus- 
try is upon a competitive basis, such a combination would 


* An alleged decrease is one of the twenty supposed economies of combina- 
tion. 

+ See Andrews, in International Journal of Ethics, iv. 327, 328; Hadley, 159; 
Collier, 124. Sherwood thinks a point may be reached where monopoly ‘‘ tends 
to prevent improvement.” Yale Review, viii. 367. Gunton and von Halle ad- 
mit that, if complete control of markets could be secured, this would be the re- 
sult. Gunton’s Magazine, xix. 349; Trusts, 68. See references to Jenks and 
Hadley in subsequent notes. 











200 QUARTERLY JOURNAL OF ECONOMICS 





fall behind in the struggle for international trade.* In 
ruthlessly and unceasingly displacing expensive machinery 
with newer and better appliances, American manufact- 
urers have probably led the world; but monopolies will 
inevitably feel reluctant to continue such an energetic 
policy of improvement. As combinations obtain a greater 
age, they will persist in old and established methods; + 
while nepotism and favoritism, tending towards hereditary 
office-holding,¢ will replace the energetic management 
that some of the trusts now display. Andrews is correct 
in holding that the quest for able and progressive manage- 
ment, which often marks the efforts of existing trusts to 
make their dominating position secure, is no argument 
against the probability of future apathy when monopolies 
have been long established.§ 

Here we may refer to two of the alleged advantages of 
trusts. It issaid that combinations develop abler manage- 
ment through the opportunity they afford for a specializa- 
tion of skill upon the part of their officials,|| and that 
efficiency is increased by a comparison of the methods and 
costs of production in the various plants.{{] The first of 
these advantages may be open to question, since it is not 
clear that large independent concerns do not afford suffi- 
cient room for specialization of talent; while it may be 
denied that, in the long run, any possible gain from this 
source will suffice to counterbalance the apathy begotten 
by monopoly. Concerning the second it may be remarked 
that, at the outset, this gain would accrue only to the least 
efficient plants, and would not make the combination 
superior to the best of the original establishments ; while, 
after a time, although all the factories might be brought 


* Gunton’s Magazine, xix. 210. Cf. Political Science Quarterly, xv. 184. 
t See Ely, 167. Note Hadley, in Atlantic Monthly, lxxix. 383. 

tSee admission of Jenks, in Quarterly Journal of Economics, xv. 51-53. 
§ International Journal of Ethics, iv. 327, 328. 

\ Jenks, Trust Problem, 36, 37; Quarterly Journal of Economics, xv. 51. 
{ Bulletin of Department of Labor, No. 29, p. 675; Collier, 77. 
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up to the same level, the lack of competition would retard 
the rate of future improvement. 

When it is contended that the “strength of the trust is 
that it gives the opportunity for the exercise of these 
highest qualities of industrial leadership,” and that it gives 
us “a process of natural selection of the very highest 
order,” * we may question whether stock speculation and 
other causes lying outside the sphere of mere productive 
efficiency have not had more to do with the formation of 
recent combinations than demonstrated superiority in 
business management. And, even if it be admitted that 
dominating powers of leadership have played their part in 
the movement, it may be asserted that the establishment 
of permanent monopoly + will interfere seriously with the 
future process of selection. Professor Lindsay has re- 
marked very justly ¢ that the “development of a high 
order of undertaking genius in the few seems.... to de- 
pend upon a wide range of undertaking experience in the 
many,” and that under a régime of trusts “ we would in 
the course of a few generations have very little available 
material from which to make selections.” It must be 
remembered that the able leaders now at the head of the 
successful trusts were developed out of a field which 
afforded the widest opportunity for creative ability and 
independent initiative. These are the supreme qualities 
requisite for great industrial leadership; and they are not 
likely to be fostered by a régime which, if the believers in 
monopoly are to be taken at their word, closes each impor- 
tant branch of manufactures to new enterprise, and renders 
hopeless all competition with a single consolidated com- 
pany. Will successive generations of bureau chiefs or 
heads of departments in long-established corporations be 

* Sherwood, in Yale Review, viii. 364. 

tI am not unmindful of the fact that Professor Sherwood considers such 


monopoly to be in its very nature temporary. This part of the argument re- 
lates to the claims of many writers that monopoly is to be permanent. 


tSee Publications of American E. ic Association, Third Series, i, 204, 
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able to continue the race of masterful leaders, which free- 
dom in originating and organizing independent industries 
has given us in the present age ? 

This leads to another consideration. In an industry 
organized upon a national scale, under the control of a 
single company, there must arise an “irrepressible con- 
flict” between that central responsibility necessary for 
intelligent, unified management and that individual 
freedom and energy requisite for the healthful life of 
the separate members.* For centralized control, elabo- 
rate and costly administrative apparatus is absolutely 
essential; and this mechanism of superintendence soon 
becomes fixed and bureaucratic in its methods, so that 
it bears heavily upon the individual parts. President 
Hadley has said recently that, as trusts gain in age and 
experience, good private business will become so similar to 
good public business that it will make little difference 
whether an enterprise is carried on by the public or by 
individuals.t In one respect, at least, his argument is 
well founded. Governmental enterprises usually suffer, 
at least when conducted upon an extensive scale, from the 
lack of that stimulus which only competition can give and 
from the growth of fixed bureaucratic methods of control. 
A private monopoly that engrosses an entire branch of 
industry must develop inevitably, in the course of time, 
the very characteristics that impair the efficiency of a 
public undertaking.{ Both will exhibit the tendency to 
unprogressive management which comes from the absence 
of competition § and the weight of centralized administra- 
tive machinery. 

* This has been pointed out by Professor Marshall, Some Aspects of Compe- 
tition, 17. 

t Scribner's Magazine, xvi. 610. 

t President Andrews confronts this question squarely when he says, *‘ In 
this important regard the system of trusts is obnoxious to the same criticism 
nearly always made against socialism.’’ International Journal of Ethics, iv. 328. 


§ The writer does not overlook the fact that believers in monopoly contend 
that potential competition survives the formation of trusts. But in subsequent 























TRUST LITERATURE 203 


When all the arguments are sifted, and the balance of 
advantage or disadvantage is determined, there is reason 
for thinking that the losses due to monopoly will more 
than offset occasional slight gains in the work of manu- 
facture and the more substantial savings in placing prod- 
ucts upon the market. This conclusion is strengthened 
by the showing which most of the trusts have made in the 
payment of dividends upon their securities. As is well 
known, the preferred shares have usually represented the 
amount paid in cash or securities for the plants that have 
been purchased and for the working capital supplied by 
the financier. The common stock represented nothing 
more than “the substance of things hoped for” in the 
way of alleged economies of operation. Although times 
have been unusually prosperous, and prices, already high, 
have often been increased by the trusts, dividends on the 
common stock have almost universally disappointed the 
expectations of those who invested with the hope of secur- 
ing a part of the “enormous” savings of combination.* 


a 


¥. 


The second argument advanced to prove the tendency 
to monopoly is the claim that mere mass of capital confers 
such powers of destructive warfare as to deter possible 
competitors from entering the industry, at least until 
prices have long been held above the competitive rate. 


paragraphs it will be shown that, if the arguments advanced to prove the 
superior efficiency of trusts are sound, competition cannot continue in any 
form. 

* Another consideration bearing upon this question of the efficiency of 
trusts is the fact that they have, in order to obtain control of their industries, 
bought up large numbers of antiquated or badly situated plants which will be 
a permanent burden. See Collier, 67, 68; von Halle, 61; Jenks, 195-197; 
Trust Conference, 623; Century Magazine, lx. 148; Nettleton, 250. In cases 
where plants are paid for by issues of preferred stock, as has usually been the 
ease, the sums paid for worthless factories will affect dividends, but not finan- 
cial solvency. Where bonds have been issued, however, then the burden will 
become more serious. 
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It is said that a large combination can lower prices below 
the cost of production in any locality where a small rival 
concern is established, thus driving it out of the field. If, 
on the other hand, a large rival company attempts to com- 
pete in all markets, this will mean an investment of capital 
in excess of the needs of trade, with a consequent depres- 


sion of business and loss to all concerned.* Without doubt 


the destructive competition waged by combinations is an 
important consideration, and it may well enough re-enforce 
monopoly where other attendant circumstances favor con- 
solidation.t But a monopoly based solely upon this power 
would be, confessedly, a temporary affair; for probably 
no one would claim that all capitalists would be intimi- 
dated permanently by such circumstances. This argument, 
therefore, may be used properly enough to strengthen the 
conclusions drawn from the alleged economies in produc- 
tion; but it does not of itself establish the existence of a 
permanent tendency to monopoly. Of this truth, any one 
who observes the trouble which trusts are having with 
new enterprises at the present moment may obtain suffi- 
cient evidence.f 

It should not be forgotten, furthermore, that this argu- 
ment depends upon the fact that combinations at present 
are allowed to employ the weapons of discriminating 
prices and other tactics, which violate every one’s sense 
of fair play although they may be difficult to suppress. 
If uniform price lists could be made obligatory, then this 
power of intimidating rivals would largely disappear ; for, 
if a trust must give its products away in all markets in 

* Jenks, 66, 67; Forrest, in American Journal of Sociology, v. 241; Collier, 
129; Baker, 350, 351. 

t This is admitted by Ely, 178. 

¢ One illustration from an earlier period may be cited. At the opening of 
1892 it is said that the lead trust owned all the establishments in the country 
except two. In 1894, however, there were in existence independent plants pro- 
ducing as large a product as the trust. The trust had a capitalization of 
$30,000,000, the independent companies employed a capital of $2,000,000. See 
ee Monthly, xliv. 741, 742. More recent illustrations will be pre- 
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order to ruin a competitor who enters a portion of the 
field, then its losses would be proportionate to the mass 
of capital, and the advantage over the independent con- 
cern would disappear.* Without doubt the prevention 
of price discriminations would be a work of great diffi- 
culty; but, if this must be done in order to prevent the 
abuses of monopoly, then some way of accomplishing the 
result can and will be found, Such a remedy will be less 
difficult than the elaborate schemes which those who 
believe in trusts advocate in order to remove admitted 
abuses in other directions. The menace of mere mass of 
capital is at the most a cause of temporary monopoly, and 
its potency can be destroyed by depriving the trusts of 
their favorite method of “sand-bagging ” competitors. 


VI. 


The final reason for the belief that combinations must 
ultimately prevail is found in the character of modern 
competition in those industries which require heavy in- 
vestments of fixed capital. Under such conditions the 
difficulty of withdrawing specialized investments and the 
losses that are entailed by a suspension of production 
make competition so intense that prices may be forced far 
below a profitable level without decreasing the output; 
and industrial depression inevitably follows.t For such 
constant fluctuations in prices, combination is considered 
the natural and inevitable remedy. ,Some writers allege, 
furthermore, that it “is not possible to have competition 
without competitors, and, if there be competitors, one 
must prevail,” so that monopoly “is the inevitable fruit 
of competition.” ¢ 

* This is urged by Clark in Political Science Quarterly, xv. 194. 

t Jenks, 16-20, 199, 200; American Journal of Sociology, v. 232, 233; Inter- 
national Journal of Ethics, iv. 322, 323; Forum, xxviii. 414, 415; Hadley, 158, 
159; Progress, v. 18; Collier, 43. 

tCochran, in Chicago Conference, 476; Collier, 40. Since the existence of 
absolutely unique undertaking ability may be safely denied, this particular 
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The socialist who reads some of these arguments must 
feel that at last many of the criticisms which he has long 
urged against competition have been accepted by econo- 
mists of the orthodox type. Certainly, few stronger in- 
dictments of the competitive régime have been formulated 
by socialistic critics of the existing social order. Thus 
the believers in trusts tell us that “individualism and the 
competitive system have run their course”; that “the 
competitive system of industry is fast passing away” ; 
that competition is “inadequate and wasteful,” resulting 
in “general depression” and “industrial loss”; that the 
competitive régime leads to warfare that is first “intense,” 
then “destructive,” then “self-destructive”; that compe- 
tition is not the “life,” but “the death of trade” and “a 
destroying force to those engaged in it,” so that it is 
termed “business committing suicide.” * Professor Ely 
remarks, justly. enough, that such contentions are “a 
virtual surrender to the theory of socialism.” In any 
event, the reader will perceive that it is idle for econo- 
mists who hold these views to imagine that their theories 
do not lead to the conclusion that competition is im- 
possible and permanent monopoly inevitable in the indus- 
tries to which the discussion relates. 

In continuation of this line of argument, it is said that 
trusts are beneficial, because they can “exercise a rational 
control over industry,” and “adjust production to con- 
sumption.” { Thus it is believed that commercial crises 
can be prevented, or, at least, that their worst effects can 
allegation may be dismissed with the single comment that, while leaders of 
remarkable talents may temporarily secure a dominating position, permanent 
monopoly can never be established upon such a basis as this. 

* For these references in order see Independent, xlix. 273; International 
Journal of Ethics, iv. 321; Nettleton, 36; Jenks, 199, 212, 213; Collier, 43; 
Progress, v. 18; Chicago Conference, 288; Collier, 55. 

t Monopolies, 168. 


t Gunton, 77, 78, 254, 255; Chicago Conference, 58, 69, 550; Apthorp, 25; 
Collier, 73; International Journal of Ethics, iv. 331; Hadley, in Scribner’s, xxvi. 
606. 
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be avoided.* But such arguments overlook the facts that 
a restriction placed upon production by a trust, especially 
if this is sufficient to raise prices above the competitive 
rate, may react injuriously upon other trades; + and that 
monopoly profits, accruing to a small body of capitalists 
for a long period of time, must constitute a tax upon the 
body of the people that will affect the distribution of 
wealth in such a way as to reduce the consuming power 
of the masses.t A reduction in purchasing power thus 
produced would render excessive the existing investments 
in staple industries, and produce crises in precisely the 
manner described by Rodbertus and Marx. It will prob- 
ably be wise, in any case, to postpone a final conclusion 
upon this subject until we know the ultimate conse- 
quences of the present depression in Germany,—a coun- 
try whose industries are to a large extent “regulated” by 
various combinations. And it remains to be seen how 
our own trusts will deal with the almost inevitable reac- 
tion from the intense speculative activity of recent years 
in the United States. If trusts are unable to destroy the 
competition that is now disturbing the serenity of their 
managers, and must meet with continual interference 
from “interlopers,” it may turn out that combinations 
professing ability to secure large profits on excessive capi- 
talization are such a tempting mark for rival capital that 
our new remedy for industrial depression will merely 
intensify the evils which it was designed to cure. 

Not only is it doubtful whether monopoly is a wise 
method of regulating industry, but it is certain that the 


*I shall pass over without comment such statements as ‘‘ With a consum- 
ing power of 75,000,000, we have a producing power of 150,000,000,” and the 
like. Thurber, in Arena, xxii. 310. Cf. Collier, 71. 

t Note Marshall, Some Aspects of Competition, 24; Adams, in Chicago Con- 
Serence, 37; also Bemis, op. cit., 398. 

t Even if trusts do not reduce nominal rates of wages,— as we are told they 


will not,—such a tax would result from holding prices above the competitive 
rate ; for this would diminish real wages and decrease purchasing power. 
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evils of competition are greatly exaggerated in some cases,* 
while in others they are due to unhealthful conditions for 
which an interference with industrial freedom is respon- 
sible. Mention has already been made of the distilling 
industry, which has served as a typical example of the 
evils of competition and the benefits of combination. 
Here all will admit that excessive investment was due to 
the unwise action of Congress in changing the rate of taxa- 
tion in such a manner as to benefit the distillers, and to 
lax enforcement of the revenue laws, which enabled those 
who evaded the exciseman to realize a profit of several 
hundred per cent. In this case, depression was not due to 
mere competition; and, moreover, the formation of pools, 
and finally a trust, served merely to call more capital into 
the industry and to intensify the evils.} 

In many other industries where trusts have been formed, 
the excessive investment of which writers complain was 
caused by the undue stimulus given by high protective 
duties and by the restriction of foreign competition. 
Upon over-investments caused by increases in the tariff, 
enough has been said in a previous paragraph; but the 
second topic requires further explanation. The iron and 
steel industries are the best illustration of the periodic 
fluctuations of prices, of which the believers in trusts com- 
plain; and Professor Taussig has recently demonstrated 
that these phenomena are greatly intensified by the opera- 

* While business depression is commonly assigned as the cause of combina- 
tion (see Industrial Commission, i. 214, part 2, 21, 109, 168, 169, 255, 811), 
especially by trust magnates, it is certain that the large majority of our present 
trusts were formed in a period of unusual prosperity, when the stock market 
offered an opportunity for large speculative gains. Even when depression is 
known to have been a cause of consolidation, sometimes not all the companies, 
but only the weaker ones, were losing money. See Yale Review, viii. 157; 
Annals, xvi. 355; Industrial Commission, i. 176. It is notorious that it has 
been the weaker plants that were most anxious for combination, while the 
better concerns could be indueed to join, in many cases, only by the offer of ex- 
cessive prices for their factories. Note Collier, 208, 209. 

t This is conceded by Jenks, Trust Problem, 149 ; Political Science Quarterly, 
iv. 314. 
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tion of our tariff.* He shows that in times of rising prices 
the restriction of importation has thrown upon domestic 
producers nearly the whole work of supplying the expand- 
ing market. Since new plants cannot be erected in a short 
time, prices increase enormously before domestic produc- 
tion equals thedemand. These high prices cause excessive 
investment, and hasten a reaction which results in a con- 
sequent period of depression. During the recent “ boom” 
in the iron markets of the world, English prices rose from 
$9.80 to $16.70 per ton for one grade of pig iron, and 
from $11.70 to $18.60 for another, an increase of 70 per 
cent. for the first kind and 59 per cent. for the second. 
At the same time American prices rose from $10.00 to 
$25.00 per ton, an increase of 150 per cent., so that the 
absence of foreign competition made the fluctuations more 
than twice as great as they were in the English market. 
This, he adds, “is but an illustration of the simple prin- 
ciple that, the wider the range of the sources of supply, 
the greater the steadiness of prices.” When Mr. Carnegie 
complains,f therefore, of the alternating periods of expan- 
sion and depression that beset the iron industry, he merely 
emphasizes the connection between our protective tariff 
and the intensification of the causes that are alleged to 
produce trusts. Since the range of our protected indus- 
tries is so great, the importance of the considerations just 
presented can hardly be overestimated. Competition is 
restricted by protective duties in most of the industries 
where combinations are formed ; these duties increase the 
severity, and perhaps the frequency, of the fluctuations from 
which business suffers; then trusts, a further restriction 
of freedom, are advocated as a remedy for the ills caused 
by the initial interference with individual enterprise ; and, 
finally, in order to regulate the trusts, an elaborate system 
of public supervision is proposed. Would it not be well 
to make a genuine trial of competition before condemning 
* Quarterly Journal of Economics, xiv. 479-484. 
t Century Magazine, lx. 147. 
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it for producing evils which are greatly increased by gov- 
ernmental interference with industrial freedom ? 

Competition cannot be proved a failure until it is given 
a trial. The evils from which many economists would 
seek refuge in industrial combination are greatly increased 
by unwise laws which have now outlived any usefulness 
that originally they may have possessed. If unhealthful 
conditions produced by our own interference with the 
course of business are ever removed, competition will 
probably develop no evils which could not be borne, as 
vastly preferable to monopoly, public or private. Indeed, 
even as things are, the shortcomings of the competitive 
system are exaggerated ; and attempted monopoly is more 
likely in the end to increase, rather than mitigate, those 
periodic fluctuations from which industry suffers. 


VII. 


Monopoly is not a pleasant word, and believers in the 
wasteful and destructive character of competition prefer 
to speak of trusts as combinations; or, when they use the 
term monopoly, hasten to explain that this does not 
imply the absence of all competition. Thus it is said * that 
either actual or potential competition will oblige the trusts 
to share with the public the savings arising from consoli- 
dation, and will protect the consumer from serious injury. 
Since this argument has been allowed hitherto to pass 
without serious criticism, the reader is asked to give it a 
moment’s consideration. 

When Professor Clark says that the actual investment 
of new capital is not always necessary in order to restrain 
the power of a combination to raise prices, because the 
mere possibility of rivals entering the field may suffice,} 


* See Hadley, 161-163 ; Jenks, 224; Apthorp, 11; Gunton, 24, 25, 193-196; 
Gunton’s Magazine, xix. 349-351; Progress, v. 59; Industrial Commission, i. 
200. This list of citations could be extended almost indefinitely. 

t Chicago Conference, 407-409 ; Political Science Quarterly, xv. 186. 
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his argument is not inconsistent or absurd, because he does 
not believe that a monopoly is a more efficient agent of 
production than a large independent concern, or that the 
competitive régime is necessarily destructive and suicidal. 
And, when he shows that this “ potential” competition of 
new capital can be made more effective by abolishing rail- 
road discriminations and discriminating prices, he makes a 
distinct contribution to the discussion of the trust prob- 
lem. But no such argument can come, without manifest 
inconsistency, from economists who believe that a trust is 
superior to independent companies. The gulf between 
permanent monopoly and competition cannot be bridged, 
even by appealing to such a subtle agency as potential 
competition. 

In the first place, competition, actual or potential, could 
not distribute among consumers more than the most infin- 
itesimal share of the alleged economies of monopoly. The 
reader will remember that the advocates of combination 
consider that it is proved that a single company can pro- 
duce and market commodities at a much lower cost than 
independent concerns. If this be true, we may assume 
that, if the lowest price at which an independent company 
can afford to sell a commodity be one dollar, a combina- 
tion can afford to sell for still less, say eighty cents, and 
that the difference of twenty cents represents the savings 
effected by monopoly. Now itis evident that competition 
can never, except for relatively short periods when the 
market is overstocked, reduce the price below one dollar, 
and that producers will never enter the field unless they 
hope to be able to secure at least these figures. A mo- 
nopoly, therefore, can maintain the price at ninety-nine and 
nine-tenths cents without inviting competition; and the 
public cannot hope to secure more than the most insig- 
nificant fraction of the savings due to consolidation. Com- 
petition, manifestly, can do no more than prevent prices 
from rising as high as one dollar. Competitors might, at 
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the outset, enter the industry under a misapprehension of 
the situation; but it would soon be demonstrated that a 
price just under one dollar would make competition hope- 
less. If, moreover, as is alleged, mere mass of capital 
tends to deter competition until prices are raised some- 
what above the competitive point,* this argument becomes 
still stronger ; and it would seem that the monopoly might 
charge even one dollar without holding out sufficient 
inducements to possible rivals. Thus the whole saving, and 
possibly something more, would go to the combination. 
Secondly, even if competition could hold monopolistic 
power in check, the remedy would be wasteful and uneco- 
nomic, and would mark a return to the very evils which 
combination is supposed to cure. The argument for monop- 
oly is based upon the claim that competition is wasteful, 
destructive, and productive of all the evils in the calendar. 
To remedy the evils of competition, it is proposed to resort 
to combination: then, to cure the wrongs of monopoly, it 
is argued that we can return to competition. Indeed, the 
evils of renewed competition after monopoly has once 
been established are more intense, since the chances are 
that the high profits of the combination will call too much 
capital into the field; so that the last state of the industry 
that has been regulated “ rationally ” and “scientifically ” 
by a single company will be worse than the first. More- 
over, if combination possesses all the advantages that are 
claimed for it, wise public policy would necessitate the 
adoption of some method of preventing waste from the 
useless duplication of manufacturing plants. In public 
service industries, where all people have become con- 
vinced that competition does result disastrously both to 
producer and consumer, such a restrictive policy has been 
followed. We no longer think of paralleling existing 
lines of railroad in order to remedy the evils of extortion, 
and few cities will in the future permit their streets to be 


* This is argued by Jenks, 65-68 ; Collier, 126-128. 
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torn up in order to install unnecessary gas or water mains. 
If, in manufacturing business, consolidation has all, or 
nearly all, of the advantages which it possesses in the rail- 
way, gas, or water industries, public policy will dictate 
that the evil results of competition be recognized and that 
future waste of capital in rival establishments be pre- 
vented. The arguments in favor of combination suffer 
from a superabundance of proof that monopoly is more 
efficient in production and more healthful and rational in 
seeking for public favor. Those who accept these argu- 
ments as correct should carry them to their logical con- 
clusion, and admit that competition is an undesirable rem- 
edy for whatever evils monopoly may develop,* and that 
public regulation is the only available method of correc- 
tion short of socialism. 

Finally, it should be remarked that competition is not 
only an undesirable, but an impossible remedy, if the 
tendency to monopoly is as strong as represented. If 
competition with consolidated concerns is hopeless on ac- 
count of advantages in producing and marketing goods, 
capital will soon find this out, and refrain from further 
meddling with enterprises that are foredoomed to failure, 
If the business world becomes convinced that competition 
inevitably leads to suicidal warfare when large invest- 
ments of capital are involved, then public opinion or 
positive restraints of law will demand that further crimi- 
nal waste of capital and energy shall cease. Potential 
competition will lose all of its virtue when the futility 
and folly of actual competition are once forced upon the 
convictions of those who possess capital; and, when this 
happens, the monopolist will soon forget that the danger 
of rivalry ever existed. If experience ever demonstrates 
that the arguments of many economists are correct, then 
we shall be confronted by the grim fact that competition is 


*So far as I am aware, Mr. Bakeris the only writer who accepts the results 
of his own logic. Monopolies, 204, 205. 
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dead and that monopoly is inevitable in most important 
branches of manufacturing industry. Remedy there will 
be none, save public ownership or public regulation; and 
past experience raises uncomfortable doubts whether, under 
the second method, the government or the trusts would be 
the regulating power. 


VIII. 


The reader will have observed that most of the ques- 
tions raised by this survey of trust literature do not admit 
of the application of precise methods of determination, 
and that all that can be done is to weigh opposing forces 
and form a rough estimate, based upon general impres- 
sions oftener than exact measurement, of the relative 
strength of the advantages and disadvantages of consoli- 
dation. While conclusions thus reached fall far short of 
certainty, and prediction is dangerous, this is due to the 
fact that data for a more exact investigation are denied to 
economists, who can, at the best, secure but occasional 
glimpses into the inner workings of great business cor- 
porations or draw what inferences seem warranted by the 
facts that come to the attention of the public. This ex- 
amination of the recent drift of opinion concerning trusts 
would seem to have established only two conclusions: 
first, it will be wise to maintain a position of scepticism 
concerning the alleged advantages of combinations; and, 
secondly, it is very important to notice that the alleged 
tendency to permanent monopoly is irreconcilable with 
the continuation of anything that properly can be called 
competition. 

If we adopt the conclusion that it is improbable that 
trusts are caused by superior efficiency in production, we 
are not, of course, without assignable reasons adequate to 
explain the movement towards consolidation in the 
United States. Control over limited supplies of natural 
resources is the strength of some combinations; railway 
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discriminations, patent rights, and the shelter of protec- 
tive duties have given material comfort and support to 
others. The opportunity to secure fancy prices for manu- 
facturing plants, which could then be capitalized at still 
higher figures for the profit of the promoter and financier, 
is another explanation of vast importance. With so 
many premiums offered for combinations, the only cause 
for wonder is that any industries have escaped consolida- 
tion. Finally, the losses that competition often entails, 
which have been made worse by unwise laws, have fur- 
nished a pretext of no little plausibility for attempts to 
form monopolies. It is at this point that the arguments 
in favor of trusts possess most weight. 

Yet, with all the strength that the movement towards 
combination has acquired, competition has always vexed 
the would-be monopolist, and is especially active at the 
present moment. As this is written, one trust is already 
confronted by fourteen independent companies, while an- 
other rival enterprise with a capital of $1,000,000 is in 
process of formation. Another combination owning 290 
mills was, in October, confronted by independent com- 
panies operating 74 mills; and in December a new concern 
with a capital of $5,000,000 was formed. Almost every 
day brings word of the appearance of new competitors for 
various trusts, and the New York Journal of Commerce 
says that the revival of competition may be considered 
a general movement. Some of the independent enter- 
prises may have been started with the-purpose of selling 
out to the trusts; but, if combinations have the superior 
efficiency that is claimed for them, they are under no obli- 
gation to purchase, and the investors in rival concerns 
would be taking inconceivable risks if competition were 
really useless. Trusts purchase rival concerns because 
competition from such companies is dangerous, and not 
hopeless; and the revival of independent enterprise is a 
reason for believing that the business world has not ac- 
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cepted the theory that a combination possesses material 
advantages over separate companies of a large size. 
Experience may yet demonstrate that the attempt to 
“regulate” industry by consolidated enterprise is the sur- 
est method of producing over-investment and depression.* 

If one concedes that competition is attended with real 
evils, he is admitting nothing that economists have not 
known for a long time; and, if it is denied that combina- 
tion is a good, or even possible, remedy for the ills from 
which we occasionally suffer, all hope of escape does not 
disappear. The growth of fixed capital has undoubtedly 
introduced into industry a disturbing element, productive 
sometimes of fluctuating prices and excessive investments 
of capital in certain directions. The situation can be im- 
proved by the repeal of unwise laws that intensify what- 
ever unhealthful tendencies competition may have; and, 
beyond that, relief can be found in measures that will raise 
business management to a higher plane. The moral and 
legal responsibility of our captains of industry must be 
made commensurate with the enormous powers that they 
wield; and the same moral restraints to which, in the last 
analysis, even believers in combination appeal,t would 
prove a solvent of the very ills which monopoly is sup- 
posed to remedy. Then sound judgment can be fostered 
by the further development of industrial statistics; and, 
finally, the substitution of a moderate policy in the place 
of monopoly-hunger would be more helpful than all else. 
It may be found, in the long run, that a willingness to 
allow one’s neighbors to live not only possesses more solid 
advantages than the “economies of combination,” but is 
the only basis upon which private ownership and control 
of industry can continue. As corporate enterprises in 
America grow older, each company may cease to be domi- 
nated by a few men; and the management may come to 

*On the inevitable persistence of competition, even under a general attempt 


to establish monopolies, see Clark, in Economic Studies, i. 13. 
+See Hadley, 120; Andrews, in International Journal of Ethics, iv. 334. 
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represent the average opinion of the stockholders.* Such 
conditions would probably favor the development of a 
“live and let live” policy. In any event, it will prove 
easier to impress upon independent business firms the sav- 
ing grace of moderation than to persuade the monopolist 
to exercise his powers in a wise and benevolent manner. 
Good despots there have been, undoubtedly ; but we have 
had no experience with human nature that goes to prove 
that autocratic control is generally safer in industry than 


in politics. 
CHARLES J. BULLOCK. 


WitiiaMs COLLEGE. 


* Note Marshall’s comparison of English and American corporation meth 
ods, Some Aspects of Competition, 14. 





THE FUNDAMENTAL ECONOMIC PRINCIPLE. 


IT is the judgment of the writer of this article that by 
placing a stronger emphasis than has yet been done upon 
the fundamental and universal economic relation, making 
it so prominent that it cannot, for a moment, be lost sight 
of even from the most remote quarter of the field, an 
important contribution may be made to sound economic 
theory. This is the only apology offered for the appear- 
ance of the present article. 

Three primary facts lie at the basis of all economic 
phenomena; namely, man, man’s environment — the out- 
side world, nature —and the dependence of man upon 
nature. Man has a legal as well as an economic relation 
to his material environment. The relation is legal, in so 
far as it is one of right, of ownership, of control. On the 
other hand, it is economic, in so far as it is one of depend- 
ence, of well-being, of want-satisfaction —a relation which 
may very properly be called the weal-relation. 

This weal-relation of man to the outside world —the 
fundamental and universal economic relation — is, in Pro- 
fessor Giddings’s phrase, the economist’s “ unit of investi- 
gation.” It is the fundamental and universal economic 
principle — the pole-star by which all economic reasoning 
must be steered. When this is lost sight of, as we shall 
point out, the economic barque begins to drift. The 
mutual exchange of commodities may obscure it for a 
time ; it may seem, indeed, to have been completely super- 
seded by the dependence of man upon man. But, in 
reality, what the laborer receives from his employer is but 
his share of the return which society, by collective effort, 
has wrested from external nature. However important 
and absorbing the relations of men to each other may 
seem to be, these relations can be correctly apprehended 
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only in the light of the fundamental and universal depend- 
ence of man upon the outside world. 

Man is not the “unit of investigation”; yet there can 
be no correct reasoning in economics without a sound 
basis of anthropological fact. Nature is not the “unit of 
investigation”; yet a knowledge of the laws of nature is 
a prerequisite to sound economic thought. The weal-re- 
lation of man to his material environment is the essential 
thing, of which economic science is aiming to give a com- 
plete, a scientific description: This is what is left after 
“stripping away from the subject of investigation all ir- 
relevant, accidental, and occasional facts.” It is “simple, 
elementary, persistent,” universal. It is so plain and 
simple that the classical economists have scarcely a word 
to say about it. It is so self-evident that it seems pre- 
sumption, almost, to dwell upon it. All of the sciences, 
even sociology itself, pay it tribute. Every fresh contri- 
bution to our knowledge of nature, every fresh contribu- 
tion to our knowledge of man, every change that is made 
in the processes of production, reacts as a dynamic upon it. 

The adjective economic,* when employed in our 
science, always signifies pertaining to the weal-relation 
of man to his material environment. All the concep- 
tions, activities, relations and conditions, which grow out 
of that dependence, are very properly called economic. 
The science which deals with this relation is economic 
science. Were there no dependence of man upon nature, 
there would be no economic life and no economic science, 

The scope of our science is, then, perfectly clear. 
Everything that has a bearing upon the weal-relation of 
man to his material environment, and in so far as it has 
such a bearing, is an economic phenomenon, and, as such, 
is properly a subject for economic investigation. 

To one who has fully grasped the simple, elementary 
and fundamental economic principle of the dependence of 


* The etymological signification of the term makes this clear. 
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man, on the one side, upon his material environment, on 
the other,—a dependence which no amount of human 
ingenuity can eradicate, the same now as in the begin- 
ning,— it will readily appear that there is a starting-point 
and a goal to the economic process, which our science 
must recognize. Economists have not been predestined 
to reasoning in a circle, as a study of much of our litera- 
ture would seem to indicate. An examination of man’s 
nature reveals in the want and its satisfaction the motive 
and the goal of economic life: a study of man’s environ- 
ment reveals in the “ weal-constituting” elements the 
objects of economic striving. As Béhm-Bawerk * puts it, 
“ The care of mankind for its own well-being is the ultimate 
motive force of all economic action.” “The starting- 
point and the goal of our science,” says Roscher,} “ is 


” 


man. 

Our science begins, then, with the investigation of the 
nature of man, as a being dependent upon his material 
environment. The result is the doctrine of economic 
wants — wants which can be satisfied only by contact 
with external nature and, therefore, constitute the motive 
to economic activity. It does not come within the scope 
of this article to enter into the analysis of this doctrine. 
It suffices to call attention to the fact that its fundamental 
importance, though not apprehended by the earlier econ- 
omists, is now generally recognized. ¢ 

On the other hand, an examination of external nature, 
with reference to its relation to man’s wants, leads to the 
doctrine of economic goods, likewise of fundamental im- 
portance in ourscience. The concrete things in the exter- 
nal world may be classified, at any given time, with ref- 
erence to their relation to man’s wants, as goods and non- 

*“The Austrian Economists.” Annals of the American Academy of 
Political and Social Science, vol. i. p. 379. 

t System der Volkswirthschuft, vol. i. p. 1. 

tJevons, Theory of Political Economy, chap. iii.; Clark, The Philosophy of 
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goods, The former are want-satisfying things; the latter 
lack this quality. Further, goods may be classified as free 
goods and economic goods. While the former are rel- 
atively so abundant that they are accessible to all without 
labor and without sacrifice, the latter are relatively so 
scarce that men must, in general, undergo some labor or 
sacrifice in order to obtain them. 

In earlier times, political economy concerned itself 
mainly with a sort of natural history of economic goods. 
It explained how they came into existence, how they cir- 
culated from one to another, and, finally, how they closed 
their careers as articles of “immediate consumption,” or 
continued them for some time longer as articles of pro- 
duction. These economic goods were called wealth — 
a term peculiarly fitted, on account of the transition in 
meaning which it was undergoing, to befog the whole sub- 
ject of investigation. There is asubjective element in the 
conception of wealth, which cannot be adequately grasped 
by any writer who regards economic phenomena as essen- 
tially objective. 

Though Adam Smith * did not detine wealth, it is clear 
that he had in mind certain “ subjects” or “ vendible com- 
modities ” which last, for some time at least, after the 
labor to which they owe their existence is past. Thus, 
upon the very threshold, as it were, the unfortunate con- 
troversy over the meaning of the term “ wealth” was intro- 
duced, upon the outcome of which the very scope of the 
science was made to depend. Emphasis was laid by 
successors of Adam Smith upon the, “permanence,” the 
“ materiality,” the “utility,” the “value,” the “ transfera- 
bility” of things. “Some degree of duration and a 
consequent susceptibility of accumulation seem to be 
necessary to our usual conceptions of wealth,” says Mal- 
thus.t Senior $ says, “ Under that term we comprehend 

* Wealth of Nations, vol. ii. p. 2. I cite the London edition of 1796. 

t Principles of Political Economy, p. 35. t Political Economy, p. 6. 
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all those things, and those things only, which are trans- 
ferable, are limited in supply, and are directly or indirectly 
productive of pleasure or preventive of pain; or, to use an 
equivalent expression, which are susceptible of exchange ; 
or, to use a third equivalent expression, which have value.” 
He proceeds to explain that by transferableness he means 
“to express that all or some portion of its [the article’s] 
powers of giving pleasure, or preventing pain, are capable 
of being transferred, either absolutely or for a period.” 
The reader is not surprised, then, to learn that Senior 
includes the “greater part, perhaps all, of our personal 
qualities ” among the articles of wealth. ‘ Health, strength 
and knowledge, and the other natural and acquired 
powers of body and mind appear to us to be articles of 
wealth.” * Then John Stuart Mill lays down as his defini- 
tion the following: ¢ “* Wealth may be defined all useful 
or agreeable things which possess exchangeable value ; or, 
in other words, all useful or agreeable things except those 
which can be obtained in the quantity desired without 
labor or sacrifice.” A few pages later, when he has occa- 
sion to use the term, Mill seems to have forgotten his 
definition; for he says, “It is essential to the idea of 
wealth to be susceptible of accumulation: things which 
cannot, after being produced, be kept for some time be- 
fore being used, are never, I think, regarded as wealth,’— 
thus, by a single stroke of the pen, drawing an arbitrary 
line, as Professor Clark ¢ says, in order to exclude from 
the category of wealth such things as music, the public 
speech, the products of the “legislator, the judge, the 
police officer, the soldier.” § 

Having arbitrarily restricted his definition of wealth, 
on the one side, he proceeds, just as arbitrarily, to extend 
it on the other. “The skill and the energy and persever- 


* Political Economy, p. 9. 

t Principles of Political Economy (Boston, 1848), vol. i. p. 11. 

t The Philosophy of Wealth, pp. 4 and 5. 

§ Mill, Essays on some Unsettled Questions of Political Economy, p. 85. 











we! 




















= reer 











THE FUNDAMENTAL ECONOMIC PRINCIPLE 223 


ance of the artisans of a country are reckoned part of its 
wealth no less than their toolsand machinery.” * “If the 
spinning-jenny be wealth, the spinner’s skill is also 
wealth.” ¢ Mill, though with some hesitancy, ventures 
even to the limit, and regards as wealth the “laborer in 
perfect health and fitness for his employment,” ¢ and “ chil- 
dren reared to the age at which they become capable of 
productive industry.” + 

The economist, overlooking the fundamental and fixing 
upon some minor attribute as the basis of classification, 
has evidently confounded things which in nature are 
essentially distinct, and should be kept separate. The 
things in man’s material environment must never be classed 
with the physical and mental characteristics and moral 
qualities of man,— nay, with man himself. The funda- 
mental and universal economic principle reveals clearly to 
us what the earlier economists did not see; namely, that 
man, on the one hand, and his material environment, on the 
other, must be kept logically distinct. Though Professor 
Clark has clearly shown, by an etymological study of the 
term, that wealth has never properly comprised physical and 
mental characteristics and moral qualities, but has rather 
consisted in “the relative-weal-constituting elements in 
man’s material environment,’ — “objective to the user, 
material, useful, and appropriable,” {— it is evident that 
the conception of wealth does not to-day signify concrete 
articles of any kind. The term “economic goods,” as 
employed by German and increasingly by French, Eng- 
lish and American economists, comprises exactly the 
objective elements in what Professor Clark has defined 
as wealth, and should, in the interest of sound theory, be 
preferably used to express that idea. Even Professor 
Clark does not hesitate, as will be shown later in this 
article, to use the term “economic goods” in the sense 

* Mill, Principles, vol. i. p. 60. 

t Mill, Some Unsettled Questions, pp. 83, 87, and 88. 
t Clark, The Philosophy of Wealth, p. 4. 
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in which he has defined wealth, whenever he finds it 
convenient to give the latter term some other signification. 

As the writer has shown in another place,* the concep- 
tion of wealth has undergone a complete change in the 
course of history. In that earlier stage of industrial de- 
velopment, when each individual produced and consumed 
essentially by himself and for himself, although his efforts 
were put forth in the territorial neighborhood of other 
men, wealth did signify concrete articles, with the empha- 
sis upon a certain subjective element of comparison. That 
this is no longer the meaning of the term is capable of 
complete demonstration. 

On the other hand, the term “economic goods” com- 
prises, in every stage of industrial development, the con- 
crete “ weal-constituting elements in man’s material envi- 
ronment,” “except those which can be obtained in the 
quantity desired without labor or sacrifice.” It includes 
the so-called “‘air-products” of the lawyer, the doctor, the 
preacher, the teacher, and the musician, in so far as these 
are goods at all and cannot be obtained except on the con- 
dition mentioned. At the same time, it lays emphasis upon 
the objective materiality of everything that it comprises. 

With the doctrine of economic wants, on the one hand, 
and that of economic goods, on the other,— the subjective 
and the objective foundations of our science,— we have 
reached the point in our analysis at which we may logi- 
cally examine the fundamental and universal economic 
relation as such. We are introduced at once, in logical 
sequence, to the conceptions of utility, value, and wealth. 

Utility is an economic quality —no longer thought of 
as a quality inherent in objective things or conditions, a 
property of material, which adapts it to a specific use,— 
a view long maintained by early writers, from whom Karl 
Marx ¢ received the notion. On the contrary, it eludes 


*Tuttle, “'The Wealth Concept,” in Annals of the American Academy of 
Political and Social Science, vol. i. pp. 615-634. 
t Das Kapital, chap. i. 
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the most careful search of him who would seek it among 
the physical or chemical properties of things. As Jevons * 
says, “It might be more accurately described, perhaps, as 
a circumstance of things arising out of their relation to 
man’s requirements.” Utility, on the other hand, is not a 
subjective quality, which man can attribute, at will, to 
the things in his environment. Yet, though not exclu- 
sively either subjective or objective, it may be said to have 
a point of contact in both man and things. It is, as it 
were, a sort of economic affinity, steadily attracting man 
to his material environment. It is usually defined as “ the 
quality of satisfying human wants,— the power to change 
a man’s subjective condition from a lower to a higher 
degree of happiness.” + No objective comparison of things 
can reveal it. We become aware of its presence only when 
we look at the relation of objective things to man’s wants. 

Professor Clark’s$ analysis has clearly shown that 
utility is a generic term, and that there are different 
species according to the different ways of viewing things 
in their relation to man. When Adam Smith § wrote, 
“ Nothing is more useful than water; but it will purchase 
scarce anything,” it is now perfectly clear that he was 
looking at water in two essentially different ways, without 
apparently being conscious of the fact. Water, in the 
abstract, and a given bucket of water are two very differ- 
ent conceptions. When we look at things in the abstract, 
—as, for example, water, atmospheric air, food, shelter,— 
in their relation to man’s well-being, we acquire the notion 
of “absolute utility.” On the other hand, when we look 
at things in the concrete,— as, for example, a given bucket 
of water, a given cubic foot of atmospheric air, a given 
barrel of flour, a given house,—in their relation to man’s 
well-being, we receive the notion of another species of 


* The Theory of Political Economy, p. 52. 
t Clark, The Philosophy of Wealth, p. 77. 
t Ibid., chap. v. 

§ Wealth of Nations, vol. i. p. 42. 
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utility, utterly lacking in some cases, but present in others 
in different degrees. Professor Clark has called this 
“effective utility,” and defines it as the “ power to modify 
our subjective condition under actual circumstances.” It 
is wanting in the case of the given cubic foot of atmos- 
pheric air or of water under natural conditions; while its 
presence is clearly discernible in the case of the given 
cubic foot of atmospheric air in the diving-bell, the given 
bucket of water in the kitchen, the given barrel of flour in 
the larder and the given house. While “absolute utility ” 
reveals man’s immediate and absolute dependence upon 
nature for existence, its presence to the individual is, or- 
dinarily, theoretical merely. Only under exceptional cir- 
cumstances is it practically felt. The shipwrecked sailor, 
cast upon the desert island with his last loaf of bread, 
suddenly realizes its presence; for to him that given loaf 
of bread and food are synonymous. The difference be- 
tween the abstract and the concrete, practically speaking, 
has to him vanished; “absolute utility” and “ effective 
utility” have become merged. On the other hand, “ effec- 
tive utility” might properly be called economic utility, 
par excellence. Ordinarily and practically, man comes 
into relation to the concrete things only in his material 
environment. He goes into business to supply, or to the 
market to purchase, not food, or shelter, but rather con- 
crete barrels of flour, pounds of meat, a given house. 

As it does not come within the scope of this article to 
present a theory of utility, an analysis of the physical, 
physiological, psychological and economic grounds of util- 
ity cannot be here attempted. Our purpose has been at- 
tained, if the fact has been clearly established that utility, 
as an economic quality, is neither a subjective quality of 
man nor an objective quality of things, but is rather a 
qualitative relation between man and things. 

The classical economists recognized a relationship of 
some sort between utility and value, but were unable to 
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determine its exact nature. Without exception they took 
one species of value— ‘value in use” — to be identical 
with utility. They employed the term “value” in the 
sense of “value in exchange,” and the relation of utility 
to it remained to them a mystery. “If a commodity 
were in no way useful,” says Ricardo,* “it would be 
destitute of exchangeable value, however scarce it might 
be, or whatever quantity of labor might be necessary to 
procure it. Possessing utility, commodities derive their 
exchangeable value from two sources : — from their scarc- 
ity and from the quantity of labor required to obtain 
them.” John Stuart Mill accepted the doctrine of his 
predecessors, and regarded the subject as closed. ‘ Hap- 
pily, there is nothing in the laws of value for the present 
or any future writer to clear up; the theory of the subject 
is complete.” + 

Though other writers, notably J. B. Say, had laid down 
the hypothesis that utility is the substance of value, the 
first clear statement of the relation of value to utility was 
made in an article published in 1855 by the late Professor 
Karl Knies,f of Heidelberg. In this article he clearly 
shows that value and utility are related to each other as 
quantitative measure and the thing measured; that util- 
ity is a quality of which value is the quantity; that value 
signifies the degree (Grad) of utility; that there is 
the same logical distinction between value and utility as 
between height as a quantity and height as a quality, 
while at the same time there is the same inseparable re- 
lation between them. He shows clearly that value, as 
such, is a generic term, and that “value in use” and 
“value in exchange” are but different species of the 
genus value. They both signify the quantitative measure 
of utility, and at the same time each is characterized by 

* Principles of Political Economy and Taxation, p. 2. 

t Mill, Principles of Political Economy, vol. i. p. 521. 


t“* Die Nationalékonomische Lehre vom Werth,” in Zeitschrift fiir die 
Gesammte Staatswissenschaft, xi. (1855) pp. 421-475. 
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something which stands in direct contrast to that which 
characterizes the other. 

Thus Knies laid the logical foundation upon which Pro- 
fessor Clark and the Austrian economists have been build- 
ing. ‘“ Absolute utility ” is immeasurable, and this is what 
is meant when the utility of atmospheric air is said to be 
inexpressible. Likewise, that the utility of food, in the 
abstract, is immeasurable, is evident to one who goes 
through the mental process of contrasting his condition 
with food with what it would be without it. On the 
other hand, “ effective utility” is measurable, as one read- 
ily sees, when he contrasts his condition with a specific 
economic good —a given barrel of flour, for instance — 
with his condition without it. Economic value is the 
quantitative measure of “effective utility.” “Value in 
use” and “value in exchange” are two species of the 
genus economic value. They both signify the quantita- 
tive measure of “effective utility”; but, while the meas- 
urement is made, in the one case, from the point of view 
of the individual, it is made, in the other, from that of 
society. Man’s relation to external nature is, in the pres- 
ent stage of industrial development, at the same time 
individual and social. 

In primitive times the isolated individual wrested from 
his material environment, so far as he was able, the eco- 
nomic goods he needed, and applied them to the satisfying 
of his own wants. The economic relation was completely 
individualistic — a Crusoe relation. The measuring of 
utility was an individualistic matter. “Value in use” 
was the only sort of value of which man had any notion. 
It is doubtless true that even a Crusoe regarded some 
things as more useful to him than others; that he esti- 
mated, respectively, the amount of their “effective util- 
ity” to himself, and that he governed accordingly his 
actions with reference to them. 

What a contrast to the individual’s primitive position 
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of economic isolation is his present position of co-opera- 
tion and interdependence! The struggle is no longer 
single-handed. The individual has learned to pool his 
interests with those of his fellows, and to-day society 
stands as an organized unit face to face with all nature. 
The market is stocked with an indefinite and ever-increas- 
ing number and variety of economic goods —the results 
of social production—to meet the ever-multiplying and 
diversifying wants of man. The process of social differ- 
entiation is calling the individual to ever greater speciali- 
zation. No concrete article results from his effort. He 
simply touches the material as it passes by him. It is 
impossible to identify the concrete product of his labor; 
it is merged, past recognition, in the economic good, which 
stands as the joint result of social production. 

While production has become thoroughly social, “ con- 
sumption remains an individualistic process.” While in 
production society is the unit, in consumption the individ- 
ual is the unit. The individual’s wants continue to be 
the mainspring of production, and the satisfaction result- 
ing from the utilization of economic goods is purely indi- 
vidualistic. The individual holds a permanent place in 
the economic process. In production, it is true, he works 
through society and for society, while society works for 
him. In consumption, alone, he is truly independent. 

Both the individual and the social standpoint, then, are 
involved in the very nature of the economic process. It 
has become impossible to explain economic phenomena 
without both species of value; namely, individual value 
(“value in use”) and social value (“ value in exchange ”). 
The individual must deal with society and society with 
the individual. In production, the individual serves 
society, and by a succession of touches imparts social 
“ effective utility ” to the passing. material. Other things 
remaining the same, the amount of the product— the 
social value—marks the extent to which society will 
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transfer to him, from her well-stocked market, the economic 
goods he wishes. Society always deals with the individ- 
ual on the basis of social value. There is no other basis 
on which they can come together; for society is one, while 
the individual is legion. If the individual buys, he must 
deal with society and the condition is clear; whether he 
buys or not is an individual matter and rests entirely with 
himself. Every transaction in the market is based upon 
a@ comparison of social value and individual value. 
Wherever the individual value exceeds or equals the 
social estimate, there the specific economic good finds its 
final destination in consumption. 

Jevons and the Austrian economists have made us 
familiar with the value concept under the title “final 
utility.” This term, as usually defined, means the degree 
of utility which the last of a series of similar articles pos- 
sesses. It implies an intellectual estimate or measurement 
of the utility of the last article in a series, and is but an- 
other name foreconomic value. As is well known, Jevons * 
decided to discontinue the use of the word “ value” alto- 
gether, as “ thoroughly ambiguous and unscientific.” He 
said, “ Value in exchange expresses nothing but a ratio, 
and the term should not be used in any other sense,” and 
thought it absurd to speak simply of the value of an ounce 
of gold. He decided to use in its stead the “ unequivocal 
expression ‘ratio of exchange.’” But he came close to the 
true conception of value, as expressing quantitatively a 
relation, not between commodities, but rather between 
commodities and man, when he said: “I am inclined to 
believe that a ratio is not the meaning which most persons 
attach to the word ‘value.’ There is a certain sense of 
esteem, of desirableness, which we may have with reference 
to a thing apart from any distinct consciousness of the 
ratio in which it would exchange for other things. I may 
suggest that this distinct feeling of value is probably 


* Theory of Political Economy, pp. 81-83. 
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identical with the final degree of utility.” * In this sense, 
it would certainly not be absurd to speak simply of the 
value of an ounce of gold. 

Expressed in this new nomenclature, individual value — 
“value in use” —is “final utility” to the individual ; 
while social value — “ value in exchange ” — is “ final util- 
ity” to society. Both conceptions, as expressing the two- 
fold relation of man to his material environment — the 
individual and the social—are absolutely necessary to a 
scientific description of the fundamental and universal 
economic relation. 

It would be foreign to the purpose of this article to 
attempt an analysis of the psychological processes of indi- 
vidual and social measurements of utility. It has been 
our aim to make clear, by the light of the fundamental 
and universal economic principle, that value is not, in any 
scientific sense of the term, a “ratio of exchange,” that it 
is not “ power-in-exchange,” or “purchasing power,” or 
“the quantity of some other thing or of things in gen- 
eral.” + One cannot get a conception of value, from either 
the individual or the social point of view, by an objective 
comparison of specific economic goods,— for example, a pair 
of shoes and a barrel of flour. To determine the social 
value of a given pair of shoes, a measurement of its social 
“effective utility” becomes necessary. The determina- 
tion of the social value of a given barrel of flour necessi- 
tates the same process with reference to that article. So 
we may go through the whole category of economic goods, 
The social value of an article, then, in‘a given market, ex- 
presses quantitatively the weal-relation of society to that 
article, under actual circumstances. An article’s social 
value remains stable so long as there is no change in the 
weal-relation of society to it. But either subjective or 
objective changes, or both together, may cause it to fluctu- 
ate. It is true that social value serves as the basis for the 

* Theory of Political Economy, p. 157. 
t Mill, Principles, vol. i. p. 573. 
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exchange of articles in the market, but the ratio in which 
the articles are exchanged is not value. The phrases 
“ power-in-exchange,” “purchasing power,” “ratio of ex- 
change ” suggest the comparison of specific concrete arti- 
cles with each other, on the basis of social value. Such a 
comparison gives the conception of price. It is conceiv- 
able, in the case of a specific article, that stability of social 
value may be accompanied by either an increasing or a 
diminishing “purchasing power,” or that a rise of social 
value may be attended by a constant or a diminishing 
“ purchasing power,” and a fall of social value by an in- 
creasing or a constant purchasing power. In case all arti- 
cles should rise or fall in social value in the same ratio, 
there would ensue no change whatever in “purchasing 
power.” “The power of an article to command in ex- 
change for itself the labor or the products of labor of 
others in the market” depends upon the relative social 
values of the articles compared. 

An illustration may serve to make clear the distinction 
between value and “ratio of exchange.” Weight is the 
quantitative measure of heaviness. It is possible to com- 
pare material objects on the basis of the common quality 
heaviness. To express the comparison in the form of a 
ratio, it becomes necessary to measure the heaviness of the 
articles in question,—in other words, to ascertain their 
weight. In case it should be learned that, on the basis of 
weight, the ratio of a given dog toa given horse is as one 
to ten, this ratio does not express the weight of either dog 
or horse, nor does it indicate that the weight of the one is 
in any way dependent upon that of the other. In fact, 
the weight of cach has been ascertained independently of 
the other. Further, the same ratio may be preserved 
while both dog and horse either increase or fall off in 
weight. Again, a change of ratio from one to ten to one 
to twelve does not necessarily indicate that the dog has 
fallen off and the horse increased in weight. On the con- 
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trary, the change may have been brought about by any 
one of several possible combinations of changes. 

An important corollary follows from our analysis. The 
greatest practical importance attaches to the standard unit 
of value. A perfect unit would consist of a constant quan- 
tum of social “effective utility”; but such a unit is 
practically unattainable. No material characterized by 
perfect stability and universality of social value has yet 
been discovered, and no other sort of material could serve 
as the expression of the perfect unit of value. It should 
be the aim of the state, however, to approximate such a 
unit as closely as possible. The individual acts on the 
assumption that the unit of value is invariable. That it al- 
ways bears the same name —the dollar, for example — 
serves to impress upon his mind the notion of its unchange- 
ableness. In terms of this unit, all measurements of social 
“effective utility,” all appraisements of property, all esti- 
mates of wealth are expressed, and all contracts relating 
to transfers of capital, the sale and purchase of commodi- 
ties, and the shares of the claimants in distribution, 
involving different periods of time and different localities, 
are drawn up. In fact, the unit of value has become such 
a vital part of the mental economic equipment of the in- 
dividual that considerable fluctuations in it become con- 
fusing and disastrous. 

“« What material is best qualified to serve as the expression 
of the standard unit of value” is the most important 
question of monetary policy. To answer this question, 
theoretically, is not difficult. As the thost vital function, 
if not the only one that the standard money material is 
required to perform, is to serve as the expression of the 
standard unit of value, it is evident that the closest approxi- 
mation to perfect stability and universality of social value 
should be the decisive qualification in making the 


selection. 
To give a practical answer to the question is, however, 
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not so simple. There was a time when the social value of 
23.22 grains of pure gold was approximately the same as 
that of 371.25 grains of pure silver. Which of the two 
metals, during the past twenty-five years, has proved to 
be more stable in value and, therefore, better qualified to 
serve as the expression of the standard unit of value? 

The answer to this question depends, fundamentally, 
upon the conception of value. 

The economist who defines value as “ purchasing power,” 
and then affirms that stability of value is the first essential 
of a money material, cannot, logically, defend the gold 
standard for the period in question. The silver men may, 
with perfect consistency, cite such an economist as 
authority for the claim that, during the past twenty-five 
years, silver has proved to be better fitted than gold to 
serve as the standard money material. They do this, 
firmly believing that the weight of authority is on their 
side. It must be acknowledged that the classical econo- 
mists and all those who accept their conception of value 
are, in the present emergency, promoting the cause of free 
silver, however emphatically they may assert their oppo- 
sition to it. An increase in the “purchasing power” of 
gold signifies to them, as the late Francis A. Walker 
frankly acknowledged, a rise in the value of gold and 
falling prices. Says Professor Taussig: “The apprecia- 
tion of gold ts the general fall of prices. The two are 
not related as cause and effect; they are simply two names 
for one and the same thing,— namely, a different rate of 
exchange between gold, on the one hand, and commodities 
in general, on the other, by which the same amount of 
gold buys more commodities than before. When the gen- 
eral fall of prices is admitted, the case of the bimetallists 
as to the appreciation of gold is admitted once for all. 
Improvements in the production of commodities may 
explain how it happens that they are more abundant, and 
exchange on less favorable terms with gold, of which the 
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quantity has not been increased by new rich mines or 
great improvements in production; but the fact of the 
depreciation of commodities or of the appreciation of gold 
is not thereby explained away.”* According to this 
reasoning, stability of value of the money metal and 
stability of prices, or “ratios of exchange,” are but two 
names for one and the same thing. This is equivalent to 
saying that value is “general purchasing power,” value 
is the “ratio of exchange.” 

On the other hand, when the present writer maintains, 
as he does, that the closest approximation to stability of 
social value is the prerequisite characteristic of a standard 
money material, he means that a given quantity of that 
material which shall be designated by law as the standard 
unit of coinage shall possess, irrespective of its relation to 
other articles, an approximately stable quantum of social 
“ effective utility,” and that this shall be the standard unit 
of value. There is no material that has perfect stability 
of value; but this circumstance does not excuse the 
government from making the effort to discover that ma- 
terial which fluctuates the least. 

It is generally conceded that the social value of manu- 
factured products has been steadily falling, during the 
past twenty-five years, on account of the marvellous im- 
provements in the methods and processes of production. 
It is certainly true that a given manufactured article does 
not have the same amount of social “effective utility ” 
to-day as formerly. The same may be said of the great 
agricultural staples. The opening of Yast areas of virgin 
soil to agriculture, under steadily improving methods, and 
the improved means of transportation, have tended to lower 
social values here also. A bushel of wheat has been found 
to possess, during this period, a diminishing quantum of 
social “effective utility.” If the above statements are 
true, and, further, if it has been found to be a fact that the 


*Taussig, The Silver Situation in the United States, second edition, p. 106. 





236 QUARTERLY JOURNAL OF ECONOMICS 


“ratio of exchange” between silver, on the one hand, and 
the great staples of agriculture and manufactures, on the 
other, has been practically constant during this period, 
one would be warranted in drawing the conclusion, even 
if he were in total ignorance of the forces which have been 
directly operating upon silver, that there has been a fall 
in the social value of silver, which has practically kept 
pace with the decline in the value of other articles. If, 
on the other hand, the “ratio of exchange” between gold, 
on the one side, and all other articles, including silver, on 
the other, has been changing during this same period, so 
that a given quantity of gold has exchanged for an increas- 
ing quantity of all other things, what does this reveal with 
reference to the social value of gold? It certainly does 
not prove that gold has risen in social value. It may have 
risen or it may have fallen. What it does prove is simply 
this: that gold, if it has fallen in value, has not declined 
at as rapid a rate as other things, including silver. 

This is no mere logomachy ; it is a question of vital im- 
portance. Is the conception of value based upon the 
comparison of things in exchange, or does the comparison 
of things in exchange rest upon value? Is value a 
relation between commodities, or is it, rather, a relation 
between commodities and man? Our fundamental eco- 
nomic principle shows, conclusively, that there can be logi- 
cally but one answer to this question. The classical 
economists, in directing their attention outward towards 
nature, and thinking especially about the objective rela- 
tions of things, while man remained in the background, 
missed the very essence of the value concept. They were 
really thinking of price, and it is not strange that their 
attempted distinctions between value and price are not 
convincing. 

Further, had it not been for the erroneous conception 
of value as “purchasing power,” and the equally errone- 
ous belief that a perfect standard of value is characterized 
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by stability of “purchasing power,” the so-called “ Multi- 
ple or Tabular Standard” could hardly have been pro- 
posed in all seriousness. If money were the only 
commodity subject to fluctuations of value, the “ Multiple 
or Tabular Standard” would be a beneficial device. But, 
when one recalls the fact that inventions and improve- 
ments in methods and processes have so increased the 
efficiency of industry that commodities generally have 
fallen in social value, he readily perceives that any ar- 
rangement, which would defeat the general diffusion of 
these benefits throughout the community, would be posi- 
tively mischievous. If all contracts were drawn up in 
terms of the “ Multiple or Tabular Unit,” the entre- 
preneur class would be enabled to intercept the economic 
benefits of industrial progress which all classes in the 
community should share. 

There is, perhaps, no better illustration of the mischief 
that has resulted from the failure to grasp the funda- 
mental economic principle than the classical economists’ 
doctrine of value, which has vitiated all attempts at scien- 
tific analysis, and still befogs the popular mind. 

We have reached the point in our analysis at which we 
may make the inquiry : — What is wealth? Again we take 
our bearings by calling to mind anew the fundamental 
and universal economic relation. We emphasize, also, the 
fact that that relation is no longer a Crusoe relation, but 
one in which all society, as an organized unit, stands 
opposed to all nature. Society, acting, as it were, as an 
individual, wrests from nature the alniost endless number 
and variety of economic goods which fill the market; 
while the individual must deal with society to obtain 
from her rich and varied store the particular goods he 
would like to use. The individual’s economic condition, 
as compared with that of other men, has been estimated, 
in all stages of industrial development, according to the 
extent to which he, as an individual, can draw, at any 
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given time, upon his material environment. In that early 
stage of economic isolation, the individual’s relative 
economic condition was determined by taking an inven- 
tory of his material possessions, roughly estimating their 
amount in terms of area, weight, or number; while, to-day, 
it is judged by the extent to which he can draw, unas- 
sisted, upon the social store. The term “wealth,” which 
originally signified a relative economic condition, came 
to designate, by a transfer of meaning, that which creates 
the condition. A person’s wealth, then, signified, in ‘the 
Crusoe stage of development, the economic goods he 
owned, roughly estimated for the purpose of comparison 
in terms of area, weight, or number; while, to-day, in the 
social stage of development, it signifies the quantum 
of social value the person owns, carefully estimated, for 
the purpose of comparison, in terms of the unit of social 
value — the dollar. The writer has elsewhere * designated 
this conception as the organic or social conception of 
wealth. 

It is not intended here to imply that an individual’s 
wealth, as a quantum of social value expressible in dollars 
and cents, can ever exist in an abstract form, detached 
from all concrete material objects. On the contrary, it is 
always embodied, so to speak, in economic goods, which 
constitute the property of somebody. To get at a per- 
son’s wealth practically, then, one must take an inventory 
of all the economic goods that person owns, must estimate 
the quantum of social value they contain, and, after add- 
ing the amount of all good claims, must subtract from the 
total the amount of all debts: the result, expressed in 
dollars and cents, is his wealth. 

The term “ wealth” does not suggest any particular eco- 
nomic goods. A’s wealth may be in the form of coins, 
B’s in the form of land, buildings and implements, while 
C’s is in the form of horses, cattle and wheat; yet each, 


* Annals of the American Academy of Political and Social Science, vol. i. 
p. 632. 
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in answer to the question: ‘“ What is your wealth?” may 
answer: “It is fifty thousand dollars.” There is no differ- 
ence, either in nature or amount, between A’s wealth and 
B’s wealth; but there is a vital difference between coins, 
on the one hand, and land, buildings and implements, on 
the other, and between a quantum of social value, on 
the one hand, and the economic goods which embody it, 
én the other. A person may aim, perhaps, to keep his 
wealth intact, but he constantly changes its form of em- 
bodiment: he prefers, at one time, coins; at another, 
horses, cattle and wheat; at another, land, buildings and 
implements. If the word “ wealth” signifies, “when used 
in the strictest accordance with history and etymology,” * 
that which determines a person’s relative economic condi- 
tion, there is nothing which to-day answers to the require- 
ment, except a quantum of social value. A is better off 
than B, not because he owns one thousand bushels of 
wheat, five hundred head of cattle, and eight hundred 
horses, while B owns one thousand acres of agricultural 
land; but, rather, because he owns twenty thousand dollars 
of social value, while B owns but ten thousand. 

For clearness of analysis, we need the two conceptions : 
wealth and economic goods. The one is, in essence, ab- 
stract; and the other, concrete. We have noted the fact 
that the wealth concept contains a subjective element of 
comparison, which is utterly lacking in the conception 
of economic goods; while the latter signifies simply that 
objective material things stand in a certain relation to 
man’s well-being. It is, indeed, unfortunate that so many 
economists make the term “ wealth” do double duty, using 
it at one time to signify economic goods and at another 
in the sense in which we have defined it. But it is espe- 
cially unfortunate that an economist, after carefully defin- 
ing the term “ wealth ” to signify economic goods, “ articles 
of value and nothing else,” “the relative-weal-constituting 
elements in man’s material environment,— objective to 


*Clark, The Philosophy of Wealth, p. 3. 





240 QUARTERLY JOURNAL OF ECONOMICS 


the user, material, useful, and appropriable,” should then 
proceed to use the term in the abstract sense, in which 
we have defined it, shifting its application from one con- 
ception to the other without any warning, except that 
which the context affords. 

The interests of science would, perhaps, be best served 
by a nomenclature which would signify the well-defined 
stages in the historical development of the wealth concept, 
as, for example, wealth-condition, wealth-goods, wealth. In 
this nomenclature the simple term “ wealth” would natu- 
rally be employed to signify the organic or social concept ; 
while the characteristic features of the earlier concepts 
would be indicated by an adjunct. Wealth-goods would, 
in this case, express the concept which, except for the il- 
logical limitations and extensions of the classical writers, 
most economists designate as wealth. On the whole, how- 
ever, it seems to the writer, as already noted, that the 
term “economic goods,” as the designation of this concept, 
—a term at once more analytical and more clearly in har- 
mony with the fundamental economic relation — would 
better serve the purpose of sound analysis. 

To the logical mind, Professor Clark’s definition and 
use of the term “ wealth” must seem strikingly out of place 
in its pre-eminently analytical environment. In the first 
place, it is unfortunate, from the point of view of correct 
analysis, that he should have placed the term in the titles 
of his books, though in so doing he was following the ex- 
ample of illustrious predecessors. It is, indeed, unfortu- 
nate, if in the title of a scientific book a term is used, 
which —the subject of controversy among economists 
since the days of Adam Smith — finally fails to find scien- 
tific analysis and consistent use within. Such is the case, 
however, with Professor Clark’s analysis and use of the 
wealth concept, as the writer has pointed out in another 
place.* In The Philosophy of Wealth, Professor Clark 


* Annals of the American Academy of Political and Social Science, vol. i. 
pp. 615--634. 
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devotes the first chapter to the analysis of the conception, 
and reaches the definition: “ Wealth consists in the rela- 
tive-weal-constituting elements in man’s material environ- 
ment — objective to the user, material, useful, and appro- 
priable.” He then seems to forget the definition and uses 
the term throughout the rest of the book, more frequently, 
to designate a quantum of social value. The first chapter 
of The Distribution of Wealth opens as follows: “For 
practical men, and hence for students, supreme importance 
attaches to one economic problem — that of the distribu- 
tion of wealth among different claimants. Is there a 
natural law according to which the income of society is 
divided into wages, interest and profits? If so what is 
that law? This is the problem which demands solution.” 
In this paragraph the term “ wealth ” is, apparently, used to 
signify “the income of society,” which is “divided into 
wages, interest and profits.” That is, indeed, an extraor- 
dinary use of the term. But no, a foot-note would have 
one understand that “ By wealth is meant those sources of 
human welfare which are material, transferable and lim- 
ited in quantity. See the first chapter of The Philosophy 
of Wealth, by the author of the present work.” This 
explanation only adds to the confusion of the paragraph ; 
but it makes clear the fact that the author has formally 
retained his former wealth concept. The student is not 
surprised, then, to come upon passages like the following: 
“In every stage of economic evolution, wealth consists of 
useful material things.” “If the goods are of such a kind 
that by adding to the supply of them you make some one 
better off, and by taking away from them you make him 
worse off, they are wealth. Outward material things that 
are appropriable and, in this specific way, useful are eco- 
nomic goods,” in which the terms “ wealth” and ** economic 
goods” are applied to the same concept; but he is pro- 
foundly disappointed that the author did not consistently, 
from the beginning, designate this concept by the latter 
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term, reserving the term “ wealth ” for that other concept of 
a quantum of social value, describable in terms of money, 
to which he so frequently applies it. As a single illustra- 
tion of the constantly recurring instances of the latter 
use of the term, the following passage is cited: “The 
richer a man becomes, the less can his wealth do for him. 
Not only a series of goods that are all alike, but a succes- 
sion of units of wealth itself, with no such limitation on 
its forms, becomes less and less useful per unit. Give to 
@ man not coats, but ‘dollars,’ one after another, and the 
utility of the last will still be less than any other. The 
early dollars feed, clothe and shelter the man, but the last 
one finds it hard to do anything for him. A dollar, as 
thus used, means command of a quantity of consumers’ 
wealth indeterminate in its form; and wealth, as such, 
loses its specific utility, if you give it, unit after unit, to 
a single consumer.” 

No student can read Professor Clark’s book without the 
conviction that a prefatory chapter, distinguishing clearly 
between wealth and economic goods, followed by a con- 
sistent use of the terms, would have added much to the 
clearness of his reasoning. Certainly, such a distinction 
would have prepared the way for that other distinction 
between “capital” and “capital-goods,” for which Pro- 
fessor Clark pleads so convincingly ; and every argument 
advanced by him for the latter applies with even greater 
force to the former. To distinguish between “ capital” 
and “capital-goods,” without having clearly drawn the 
line between those broader and more fundamental concep- 
tions of wealth and wealth-goods, is manifestly a case of 
incomplete analysis. 

The conclusions thus far reached may be summarized as 
follows : — 

I. The clear apprehension of the fundamental and uni- 
versal economic relation is absolutely essential to all cor- 
rect reasoning in economics. 
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II. This fundamental principle indicates the natural and, 
therefore, logical order in which the fundamental economic 
conceptions should be analyzed and defined, as follows : — 

1. Man’s nature and the doctrine of economic wants. 

2. Man’s material environment — the outside world — 
and the doctrine of economic goods. 

8. Utility, or the qualitative weal-relation of nature to 
man. 

4. Value, or the quantitative weal-relation of nature to 
man. 

5. Wealth, or the relative weal-relation of the individual 
to his material environment. 

It is but natural that so vital an error as the failure to 
keep clearly in mind the fundamental economic relation, 
which has vitiated the basal concepts, should result in 
serious confusions in the analyses of production and con- 
sumption. Suchis, in fact, the case; and to the gravest of 
these it remains for us to apply our principle. 

The economic cycle embraces two distinct processes ; 
namely, production and consumption. The latter is the 
goal of the former and, in fact, the reversal of it. As 
Professor Clark has finely expressed it:—‘ Man acts on 
nature in the one process; nature on man in the other.” 
The wants of his being are the motive which impels man 
to act on his material environment. It is the purpose of 
production to prepare natural agents for direct application 
to specific human wants. The product, and, in essence, 
the only product, is, therefore, “effective utility”; for 
what else can man create? In every stage of economic 
development, nature furnishes the materials and man only 
the modes. We distinguish, in the process of production, 
four well-defined modes of creating “ effective utility,” as 
follows : — 

1. The stuff-mode. Man appropriates useful materials 
in which the elements are arranged according to nature’s 
laws. He sometimes finds these materials after nature 
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has completed her work with reference to them; but more 
often, he facilitates the process by making the conditions 
favorable for nature to do her work of converting intangi- 
ble elements into tangible materials, which can be directly 
shaped by him. 

2. The form-mode. Man shapes the useful materials — 
nature’s product — according to human patterns, to meet 
his specific wants. 

8. The place and time-mode. The article is brought to 
the place where it is wanted and held until the time when 
it shall be wanted, and is then turned over, either to serve 
as an instrument in further production or to close its 
career in satisfying a want of man’s nature. 

4. The “appropriability ”-mode. Mankind is protected 
and secured in the exclusive possession of such concrete 
articles as belong to them, through the co-operation of 
“ the judge, the legislator, the police officer, the soldier.” 

Such is the process of production at every stage of which 
“effective utility” is created. It ceases only when the 
economic good finds its ultimate goal in satisfying a want 
of man’s nature. Each mode imparts to the material a 
characteristic property, upon which its contribution to the 
total value of the article directly rests, and by which it 
may be fittingly characterized. Karl Knies* discovered 
in these properties the principle of a very useful classifica- 
tion of value, namely : — 

1. “Stuff-value,” which rests upon the physical and 
chemical properties of material. 

2. “ Form-value,” which rests upon the specific form 
which the material has been given in adapting it, accord- 
ing to a human pattern, to a particular want of man. 

8. * Place-value,” which depends upon the specific loca- 
tion of the article in space. To this should be added 
“ time-value,” which depends upon the specific location of 
the article in time. 


*“Die Nationalékonomische Lehre vom Werth,” Zeitschrift fiir die Ge- 
sammte Staatswissenschaft, xi. pp. 468-475. 
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The remarkable fact, as Professor Knies says, that the 
three great branches of production — agriculture, in the 
broad sense, manufactures and commerce — are concerned, 
in the main and characteristically, with the production, 
respectively, of “stuff-value,” “ form-value” and “ place- 
value,” led him to believe in the importance and correct- 
ness of his classification. 

But Professor Knies’s classification is not complete. The 
principle which he discovered compels the recognition of 
another kind of value, likewise dependent upon a distinct 
attribute of material objects, and created by a distinct 
branch of production. It may be called “ appropriability- 
value,” and depends upon the degree of security with 
which the exclusive possession of concrete articles can be 
enjoyed, which Professor Clark has styled “ the attribute 
of appropriability.”* This kind of value is the direct 
product of the labor of “the judge, the legislator, the 
police officer, the soldier,” and constitutes a part of the 
value of every concrete article. The labor which, in 
rendering the exclusive possession of material objects 
secure, imparts to them, as it were, “the attribute of 
appropriability,” creates “ effective utility ” just as surely 
and directly .as does that which gives specific form to 
material or specific location to articles in space and time. 
The difference is one of mode only. 

Government, then, has clearly an economic function, 
and should be classified with agriculture, manufactures 
and commerce as a distinct branch of production. The 
material, to be sure, is not turned over to “ the judge, the 
legislator, the police officer, the soldier,” at any particular 
stage in the process, to receive at their hands the “ attri- 
bute of appropriability.” Governmental laborers may not 
even be present in the shop, in the factory, or on the 
farm; yet, wherever there is an economic good, they have 
contributed to its value by rendering the exclusive posses- 
sion of it secure. 

*Clark, The Philosophy of Wealth, p. 13. 
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Here, again, Professor Clark’s definition of wealth has 
vitiated his analysis.* He wishes to prove that legislative 
and judicial labor has an economic function and is pro- 
ductive. He rightly regrets the error which has crept into 
economic literature through Adam Smith,} who regarded 
“the labor of some of the most important members of 
society ” as unproductive because it “does not fix or real- 
ize itself in any permanent subject or vendible commodity, 
which endures after that labor is past,” and claimed that 
“the sovereign, for example, with all the officers both of 
justice and of war who serve under him, the whole army 
and navy, are unproductive laborers,” and as “ servants of 
the public” “are maintained by a part of the annual prod- 
uce of the industry of other people.” It is true, also, 
that J. B. Say was only one degree nearer to the truth in 
regarding this important class of laborers as producers, 
“on the ground that they enable the industrial classes to 
give their undivided efforts to their own occupation, and 
thus contribute indirectly to their products.” The writer 
agrees fully with Professor Clark ¢ that “ this indirect mode 
of proving that a class of laborers is productive is ex- 
tremely objectionable,” “that there must be a direct prod- 
uct if they are to be classed as productive laborers.” But, 
says Professor Clark, “if the term productive were to be 
taken in a narrow sense, as meaning productive, not of 
wealth, but of specific useful commodities, there would be 
ground for classing these laborers as unproductive.” § It 
is well here again to recall Professor Clark’s definition of 
wealth as “the relative-weal-constituting elements in 
man’s material environment — objective to the user, ma- 
terial, useful and appropriable.” || Such things are con- 
crete useful commodities, “ material, transferable and lim- 
ited in quantity,” J exactly the concept to which we have 

*Clark, The Philosophy of Wealth, chap. ii. pp. 10-15. 

t Wealth of Nations, vol. ii. pp. 2 and 3. 

t The Philosophy of Wealth, p. 14. § Ibid., pp. 14 and 15. 
| Ibid., p. 4. (Clark, The Distribution of Wealth, p. 1. 
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applied the term “ economic goods.” What does Professor 
Clark mean, then, when he says:—‘ These classes are 
protective of useful commodities, but are productive of 
wealth” ?* It would seem that his mind must have 
reverted to the true conception of wealth as a quantum of 
social value; but no, the following paragraph reveals that 
he is still looking at things objectively, just as the classical 
economists did, and that he has failed to keep the funda- 
mental and universal economic relation clearly in mind. 
He says: “All labor creates wealth. . . . One class of 
laborers [legal] create . . . the attribute of appropriabil- 
ity ; the other general class create the attribute of utility. 
The latter is invariably accomplished by producing modifi- 
cations in natural agents objective to the laborer. Indus- 
trial labor is always the applying of a human effort to 
a natural agent. The modification produced enables the 
agent to satisfy a want which it was previously incapable 
of satisfying. This want-satisfying power imparted by 
labor is a ‘ utility,’ — and, if the attribute of appropriabil- 
ity be also conferred, wealth is created. A natural agent 
possessing utility and appropriability is wealth, and this 
only is so.” + According to Professor Clark, then, a natu- 
ral agent, to be wealth, must have two distinct and co-or- 
dinate attributes, namely, “utility” and “appropriability.” 

Is this correct analysis? Are “utility” and “appro- 
priability ” co-ordinate attributes? Now, as a matter of 
fact, we know that utility is not an attribute of any mate- 
rial agent. It is an economic quality. It expresses the 
qualitative relation of natural agents “to man’s wants. 
The utility of an article depends, objectively, upon a 
number of co-ordinate attributes. One of these is the 
legal attribute of appropriability, which governmental 
labor imparts, as it were, to natural agents; another is 
the agricultural attribute of stuff, so to speak,—raw-mate- 
riality, or such an arrangement of matter as shall make it 


* The Philosophy of Wealth, p. 15. t Ibid. 
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useful as material,— which it is the province of agriculture, 
in the broad sense, to impart or make available; another 
is the manufactural attribute of specific form, according to 
a human design, which it is the aim of manufactures to 
impart; still another is the commercial attribute of specific 
location in space and time, which it is the recognized func- 
tion of commerce to impart to material objects. It is 
clear, then, that Professor Clark is illogical in bringing 
together “utility” and “appropriability” as co-ordinate 
qualities, and that his analysis fails to show the economic 
function of governmental activity. It is not because it 
imparts the legal attribute of “appropriability” that the 
labor of “the judge, the legislator, the police officer and 
the soldier,” is economic; but rather because, by impart- 
ing that attribute, it creates “effective utility.” In the 
same sense the labor of the cabinet-maker is economic, 
not because it imparts specific form to material, but rather 
because, by so doing, it creates “ effective utility.” 
Governmental activity, then, creates economic value di- 
rectly, and it is upon this fact that the economic justifica- 
tion of taxation rests. A portion of the net product of 
industry —a quantum of social value expressible in terms 
of money —is the direct result of governmental activity, 
and belongs, economically, to the government, just as 
wages and interest, as shares in distribution, belong, eco- 
nomically, to their respective producers. Custom, which 
permits land-owner, capitalist, entrepreneur and laborer 
to share the whole net product between them as though 
it were, in its entirety, the product of their activities, and, 
therefore, economically speaking, their own, may disguise 
but it cannot destroy the economic claim of government. 
So-called economic wages, rent, interest and profits con- 
tain each a quantum of value—the direct product of 
governmental labor —which is held in trust, as it were, 
by laborer, land-owner, capitalist and entrepreneur against 
the time when the government shall demand it. Taxes, 
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then, so far as they are kept within the amount of value 
which legal officers, in imparting “ appropriability ” to ma- 
terial objects, create, are, economically speaking, not a 
burden upon the individual who is asked to pay them, 
just as wages and interest are not an expense to the entre- 
preneur ; the government is simply taking its own. Un- 
fortunately, there is no natural law according to which the 
economic share of government can be objectively deter- 
mined, and taxes must continue to be assessed on the 
principle of securing sufficient revenue to enable the 
government to perform her function effectively. 

Clearness of analysis requires that we not only distin- 
guish sharply between production and consumption, but 
also that we recognize the relation between them. In the 
one we must see the means and in the other the end. 
The one stands for the beginning and the other for the 
completion of the economic process. In consumption the 
starting-point, which is also the goal, has been reached ; 
nature has reciprocated man’s touch and man has been 
raised thereby from a lower to a higher degree of happi- 
ness. The value which came into existence through the 
action of man upon nature now passes out of existence 
through the action of nature upon man, and marks the 
completion of the economic cycle. But the want shortly 
reappears as a motive, bringing other wants in its train 
perhaps, and the economic process must be renewed, again 
and again, to the close of man’s earthly existence. 

Great care must be taken, then, not to confound instru- 
ments of production,—* capital-goods,”— on the one hand, 
with articles of final consumption,— consumers’ goods,— 
on the other. Yet this is exactly what has been done by 
a long succession of economists, who define capital to 
consist in concrete articles devoted to production — exclu- 
sive of land and natural agents— and then proceed, by 
way of illustration, to enumerate as instances of capital, 
not only tools, machinery, materials and workshops, but 
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food, clothing and house-room as well,— in fact, everything 
required to keep the workman in good condition and, 
therefore, necessary to give effect to labor. Such writers 
are, seemingly, completely unconscious of the fundamental 
economic relation; they have no landmarks by which to 
take their bearings; they are, unwittingly, reasoning in a 
circle. They do not seem to realize that the workman has 
labored that he might have bread to eat, clothes to wear, 
house-room for shelter and a bed for rest; that this is the 
end to which labor has been the means, and not the reverse ; 
that the utilization of these articles is to satisfy wants, and 
for no ulterior purpose; that “they are consumed,” as 
Professor Taussig* puts it, “not to enable work to be 
done, but as the result of work being done.” 

When it is said that economic science treats, funda- 
mentally and universally, of the weal-relation of man to 
his material environment, by man is meant all mankind, 
not a class. Slavery dehumanized, so to speak, the work- 
man; put him on nature’s side, where he was fed like the 
ox and the engine, that he might labor. With the attain- 
ment of freedom the workman regained his God-given 
place on man’s side, and, economically speaking, became a 
member of the great human family. But the privileged 
class continued to think of him and to deal with him as 
though he were still a part of the material environment, 
to be exploited for the benefit of the few. Finally, after 
centuries of struggle, political democracy has become an 
accomplished fact, and the principle of popular sovereignty 
is permeating political institutions. These achievements 
and the inauguration of a parallel movement for the attain- 
ment of industrial democracy, have finally awakened in all 
classes the consciousness of the unity of humanity. 

The classical economists had not the benefit of this broad 
point of view. They observed economic phenomena from 
the standpoint of the privileged class,— the capitalist-em- 


* Wages and Capital, p. 35. 
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ployer. To them the workman was a part of the capital- 
ist-employer’s material environment; and wages were not 
only drawn from a previously accumulated stock, but, 
when turned over to the laborer, were devoted to produc- 
tion. They did not — nay they could not — look at things 
from the laborer’s view-point, any more than we to-day 
can look at things from that of the horse and the ox. To 
them the capitalist-employer maintained the laborer for 
the sake of the profit he could make out of his labor, 
identically in the same way that the business man of to- 
day maintains the horse and the ox. The workman, then, 
did not seem to labor that he might have things to eat 
and to wear; but things were given him to eat and to wear, 
that he might labor. The wages-fund doctrine of the 
classical economists can appear reasonable only to him who 
can take the classical economists’ point of view, and regard 
the laborer as a sort of privileged work-animal. 

But that point of view belongs to the historic past. 
The economist of to-day has recognized the unity of hu- 
manity, and can take no narrower standpoint. To him 
the wages-fund doctrine seems unreasonable, because un- 
human and uneconomic, and no effort to revive it can be 
successful. 

The narrow view-point of the classical economists, 
which made the laborer’s food, clothing and house-room 
appear to be “ capital-goods,” led Adam Smith to specify, 
as one of several illustrations of capital, “the acquired 
and useful abilities of all the inhabitants or members of 
the society.” * His statement of the ground for so doing 
is significant. He says: “The acquisition of such talents, 
by the maintenance of the acquirer during his education, 
study or apprenticeship, always costs a real expense, which 
is a capital fixed and realized as it were in his person. 
Those talents, as they make a part of his fortune, so do 
they likewise of that of the society to which he belongs. 
* Wealth of Nations, vol. i. p. 417. 
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The improved dexterity of a workman may be considered 
in the same light as a machine or instrument of trade 
which facilitates and abridges labor, and which, though it 
costs a certain expense, repays that expense with a profit.” 
J. B. Say * and John Stuart Mill + were but consistently 
pursuing this line of reasoning a little farther, when they 
argued, from the paterfamilias’s standpoint, that the ex- 
pense of the mere rearing of a child to the age at which 
he becomes capable of labor, though no “ talent” be given 
him, is a capital accumulated in the form of a man; while 
Roscher f goes still farther and calls the state capital. 

It is unquestionably true, as Professor Knies § said so 
forcibly nearly thirty years since, that the first prerequisite 
to a scientific theory of capital is that the term shall be 
restricted to economic goods, and shall not, under any cir- 
cumstances, be used to include man himself, and “abil- 
ities,” characteristics, and qualities inseparable from his 
person. A confounding of the subjective and the objective 
agencies in production renders clear analysis impossible. 
Capital must be conceived as a distinct force, co-ordinate 
with labor and natural agents, and must be studied with 
reference to its bearing upon the economic relation. Only 
in this way can its true nature and economic significance 
be apprehended. The authority of Béhm-Bawerk and 
Professor Clark may be cited as evidence of the speedy 
fulfilment of Professor Knies’s prediction that the time 
would soon come when, in spite of the classical econo- 
mists and their followers, man and his personal abilities 
would be generally rejected from the category of capital. 

The application of our principle to the logical divisions 
of economic science must be reserved for a later article. 
The purpose of this article has been attained, if, without 
attempting a detailed analysis of the intricate phenomena 

* Cours Complet da’ Economie Politique Pratique, vol. i. p. 316. 
t Essays on Some Unsettled Questions, pp. 87 and 838. 

t Roscher, Die Grundlagen der Nationalékonomie, p. 81. 

§ Knies, Das Geld (Berlin, 1873), pp. 15-22. 
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of economic life, the writer has succeeded in establishing, 
in a general way, that a clear conception of the funda- 
mental and universal economic relation — the weal-rela- 
tion of man to external nature, the economist’s “ unit of 
investigation”»—the fundamental economic principle, 
which can alone give unity to economic thought, is an 
absolute prerequisite to sound economic theory. 


CHARLES A. TUTTLE. 
Wasasu COLLEGE. 











COMPETITION AND CAPITALIZATION, AS CON- 
TROLLED BY THE MASSACHUSETTS 
GAS COMMISSION. 


IN a previous article I discussed the effect of the Gas 
Commission on the price of gas.* I wish now to call at- 
tention to some of the other more important powers of 
that body, and more especially its influence in checking 
competition and preventing overcapitalization. 

Enough has already been said about the origin of the 
Commission bill to show that the measure was a compro- 
mise, and, after the manner of compromises, drawn in 
vague terms. The promoters of the measure wanted to 
make competition more difficult, if not impossible, and 
looked upon the appeal jurisdiction of the Commission as 
a means to that end. On the other hand, the opponents 
of the bill do not appear to have clearly realized that the 
clauses in question ¢ might be so interpreted as to take the 
question of competition away from the local governments, 
and place it entirely in the hands of this newly created 
organ of the State. The sequel shows that not only has it 
been interpreted in that sense in the first instance, but, 
also, as previously stated, that this interpretation was 

*See this Journal for August, 1900. 

tSections 10 and 16, c. 314, Acts of 1885, which read as follows: “In 
any city or town in which a gas company exists in active operation, no other 
gas company or any other persons shall dig up and open the streets, lanes, and 
highways of such city or town, for the purpose of laying gas pipes therein, 
without the consent of the mayor and aldermen or selectmen of such city or 
town, after a public hearing before such mayor and aldermen or selectmen, and 
notice to all parties interested by publication or otherwise.” (Section 10.) 

“ Any gas company which, or any person who, is aggrieved by the decision 
of the mayor and aldermen or selectmen of a city or town under the provisions 
of the tenth section of this act, may appeal therefrom to said board within 
thirty days from the notice of said decision; and said board shall thereupon 
give due notice and hear all the parties in interest, and its decision thereupon 
shall be final.” (Section 16.) 
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confirmed by the Supreme Court of the State.* Here as 
in the majority of cases on the interpretation of modern 
statutes affecting private or quasi-public corporations, it 
turns out that the court, for obvious reasons, sustains the 
interpretation t put upon the statute by the interested 
corporation. 

No case of appeal was brought before the Commission 
for several years. Indeed, the principle of competition to 
which the clause relates was largely settled under another 
act; namely, that giving the board the right to authorize 
gas companies to furnish electricity.{ This act necessa- 
rily raised the whole question of regulated monopoly or 
competition. A consideration of the principle involved 
makes it desirable, therefore, for us to take into view the 
electric light companies so far as to show the action of 
the board on this and some other important points. The 
Commission, assuming from the beginning that the ques- 
tion ought to be settled from the standpoint of the public 
welfare, refused to grant such permits as a matter of form, 
even when there was no opposition to the petition of the 
company, unless a probable public advantage were shown.§ 
In general, the board insisted that it had in this matter a 
“broad discretion,” and that, while it would not overlook 

*157 Mass. 86 (1892). The decision is reprinted in the Eighth Annual 


Report of the Gas Commission, pp. 257-259. 

+Mr. Nathan Matthews, Jr., as legislative counsel for Mr. Henry M. 
Whitney, made a vigorous attack on this interpretation of the powers of the 
Commission under section 16. His argument was based largely on: (1) the 
supposed advantages of competition; (2) a statement made in 1896 by the mem- 
ber of the legislature of 1885 on whose motion the appeal jurisdiction was given 
the board, that the clause was meant to insure fair competition, and not to 
establish regulated monopoly ; (3) the fact that the Massachusetts Railroad 
Commission, under a clause somewhat similarly worded in regard to the use 
by one street-car company of the tracks of another, has never interpreted this 
to give one company the monopoly of the street. See Argument on the Petition 
of Henry M. Whitney, March 26, 1896, pp. 65, 66. 

t Acts of 1887, c. 385. It should be recalled that the jurisdiction of the 
Commission was extended over the electric light companies by another act of 
this same year, c. 382. 

§ Fourth Annual Report, p. 73. 
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the rights of stockholders, it must place the public inter- 
est first. “The public good,” says the board,* “demands 
that the light, whether from gas or electricity, be manu- 
factured in the most economical way and sold at the lowest 
remunerative price.” + Knowing the wastefulness and 
temporary character of attempts at competition, and the 
advantages, under ordinary circumstances,f of having 
both kinds of light furnished by a single company, the 
board permitted gas companies as a matter of principle 
to do electric lighting. If, however, one or more electric 
lighting companies were already in operation in the local- 
ity, the board usually made it a condition of granting such 
petitions that all the companies consolidate, such consoli- 
dation being expressly authorized by statute. Hence the 
Commission not only encouraged combinations,§ but some- 
times avowedly delayed || a decision pending the agree- 
ment of the companies to unite. In fact, at an early date 
the Commission declared that “in the smaller cities and 
towns, following the policy indicated by the legislature, 
it [the board] has great confidence in the wisdom of allow- 
ing one company to do all the lighting.” 4] Yet it insisted 
that the presumption was in favor of existing conditions 


* Third Annual Report, p. 69. t Ibid. 

t In one case, for example, the Commission refused, on appeal, to shut out 
an electric company because the appellant gas company, having the right to 
furnish electricity, seemed unwilling to do so, and appeared to be merely play- 
ing dog in the manger. Fifth Annual Report, (1890), pp. 102-107. 

§ In the Durrell case (Boston), explained later, the board said : ‘‘ The legis- 
lature has, in the passage of this statute, indicated that the policy of the Com- 
monwealth is to give to the community in the purchase of its lights the same 
advantage by State regulation and supervision which is given by competition 
in all other commodities.’’ Tenth Annual Report, p. 16. 

Mayor Matthews sent a protest to the Board of Aldermen against this 
decision, in which he said: ‘‘ I have never understood that it was the object of 
the legislation establishing the Board of Gas and Electric Light Commissioners 
to create absolute monopolies, which could only be broken down upon proof of 
‘inefficient service ’ or ‘ unreasonable rates.’ A lower price offered in a particu- 
lar case should generally, it seems to me, be a sufficient justification for a per- 
mit todo the business.”” Boston City Document, No. 129, 1894. 

|| See the Third and Fourth Annual Reports, pp. 69 and 75, respectively. 


4 Fifth Annual Report, p. 3. 
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in each case, and, monopoly being justified only on the 
ground of public benefit, that the burden of proof to show 
such advantage rested on those petitioning for a change. 

About eighteen cases directly involving competition 
have been decided in fifteen years.* In no one of these 
has a decision favorable to the general theory of competi- 
tion been given. Under exceptional circumstances the 
board has, however, maintained the existing condition of 
affairs, refusing to abolish competition between the differ- 
ent kinds of light, and, if need be, therefore, between the 
different companies. This has been done wherever con- 
solidation for the time being seemed impossible because 
the companies could not agree, or where combination, 
although desired by the companies, bade fair to destroy 
competition without giving the chief advantages ordi- 
narily coming from monopoly in the form of smaller in- 
vestment and reduced expenses of management. 

For example, in the earliest important case of this kind 
(the New Bedford one +), the Commission refused, in the 
first instance, to permit the gas company to combine with 
one of two electric companies in the place until it also 
came to terms with the other, on the ground that it would 
make the existing competition more unequal. A similar 
petition from the Worcester Gas Company ¢ was denied, 
although the company had agreed to consolidate with the 
electric company and no one remonstrated. In this case 
it was virtually impossible for the companies to move 
their plants to the same place, under ,onsolidation, and 
thus gain one chief advantage of consolidation. Further- 
more, the Commission feared that, if consolidation took 
place, the electric lighting, as the least profitable part of 
the business, might be slighted for the benefit of the 

*I regard it as but one case where more than two parties are contesting 
the same point at the same hearing or trial. 

t There was no remonstrance in this case from citizens or local authorities. 


Fourth Annual Report, p. 73. 
t Sixth Annual Report, p. 17. 
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holders of gas stock. In this case the Commissioners 
declared that consolidation is not always or necessarily 
a benefit to the stockholders or the public, though it may 
be advantageous to some speculators. 

Believing that the legislature had deliberately rejected 
the idea of competition for that of regulated monopoly, the 
Commissioners have not hesitated in numerous instances 
of appeal to revoke the permits granted by the local gov- 
ernments to competing companies. Several appeals have 
been so decided in cases where the company seeking an 
entrance had already entered into formal contracts to do 
the public lighting at prices considerably lower than the 
old company would voluntarily offer. The board simply 
perceived in such contracts the most common device for 
effecting an entrance into a locality, and denied the expe- 
diency of permitting the local authorities to sacrifice the 
permanent and general interests of the community, for the 
sake of a short-lived contract for the public lighting at 
prices, in some instances, below the cost to the company.* 
Nor has more deference been paid to the vague promises f 
of companies (not in the nature of contracts) to lower the 
price to consumers, generally by means of alleged im- 

* On this point the board said, ‘‘ It is within the power of the town to ap- 
peal to this board to secure from the present company good service at a reason- 
able price,” and in another case, where the total difference in the bids for the 
public lighting was about $6,000, declared that ‘‘the difference in price be- 
tween the bids of the appellant and the appellee would seem a low estimate of 
the value for all purposes, commercial and speculative, of such a franchise.” 


See the Eleventh and Seventh Reports, pp. 10 and 19, respectively. Compare 
also the Tenth Report, p. 29; and this Journal, vol. xiv. p. 511. 

t A typical case of the unsubstantial basis of many of these promises — one 
throwing much light on the value of the statistical work and the expert knowl- 
edge of the Commission — was brought out by the board in sustaining the ap- 
peal against a new company in Marlborough. The new company based its plea 
on the statement that Marlborough ought to have as cheap lights as a certain 
neighboring town had, and declared that it would bring this about. The new 
company was denied entrance because the Commission knew from information 
already in its possession that the neighboring company referred to had for 
years been furnishing light at a loss. In this instance the selectmen, whose 
permits were revoked, were the incorporators of the new company. Lighth 
Annual Report, pp. 14, 15. 
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proved methods or processes. The disastrous effects of 
the single exception, where the Brookline Company, for 
ulterior purposes, bound itself by contract to unreasonably 
low prices for both public and private lights, have already 
been explained.* 

But, if the principle of regulation is to maintain itself, 
the first essential is that the monopoly from the beginning 
should be so established, organized, and financed as to 
enable it to render the necessary service at the least pos- 
sible cost to itself. On the principles laid down by the 
board in the cases on price, this means a prevention of any 
duplication of expenditure by the company not necessary in 
the public interest. In other words, the company ought 
not to be tempted or permitted to incur any unnecessary 
expense which it must ultimately recoup from its patrons 
on pain of failing to make a fair income on its investment, 

If, however, the theory under which the board is acting 
justifies it in requiring service from the companies,} in 
limiting them to a fair rate of income on capital actually 
and honestly invested and skilfully managed, it follows 
that the capital so invested and managed must be practi- 
cally guaranteed a fair return, and consequently, in the 
language of the board, be protected from “the hazard of a 
destructive competition.” The board fully faced this duty 
in the first case of appeal tried by it in which it revoked 
the grant made, July 16, 1888, by the city of Boston to 
one A. W. Perry, to place a wire across a public street to 
enable him to dispose of the surplus power from a plant 
maintained primarily for private use. It was not denied 
that Perry could furnish lights from this power cheaper 
than the appellant company could. The board held it to 
be unfair competition for Perry, who was not held to com- 
pulsory service or other public duty, to take even a small 
bit of the richer portions of the territory supplied by the 

* See this Journal, vol. xiii. p. 307, vol. xiv. p. 87. 


+ Compulsory service at the discretion of the board is required of all com- 
panies subject to its jurisdiction since 1886. Acts of 1886, c. 446, p. 5. 
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company, so long as the company, under the strict regu- 
lation of the board, was obliged to supply all the territory 
at reasonable prices.* 

The policy of the Commission was so uniform on the 
subject of competition that the question was apparently 
settled within a period of about seven years.t It is now 
settled that the Commission is right in saying that “ the 
legislature intended by the recent acts that all the reason- 
able and permanent advantages of competition are to be 
gained through the regulating powers conferred upon it ” ¢ 
(the Commission). Yet it is plain that this policy of reg- 
ulation can stand against the deep-seated popular preju- 
dice against monopoly only so long as regulation is 
actually effective, and also can be made to appear so to 
the public. 

But effective regulation must, among other things, pre- 
vent excessive capitalization, limit the monopoly to a fair 
rate of profit on the capital carefully and honestly invested, 
and bring about such progressive and efficient manage- 
ment that this fair rate of dividend shall be paid from fair 
or relatively low prices. In other words, regulation must 
be able, not only in theory, but also in practice, to compel 
the monopoly to do substantially its whole public duty. 

In the early nineties the swelling tide of the demand 

*The Durrell case (Boston, 1894) was decided on exactly the same grounds, 
See the Tenth Annual Report, p.14. Similar language was used in another 
case (Great Barrington) the same year. Ibid., p. 20. 

In this case the board said: “If it were shown that a corporation ren- 
dered inefficient service or charged unreasonable rates or defied legal restraint, 
these circumstances might be conclusive in favor of such an appeal”; i.e., 
to let in a competitor. 

t The earliest contested case involving the question of competition was de- 


cided (after a consolidation had been effected) November 12, 1887. The latest 
was on March 1, 1895; while most of the cases were crowded into a period of 
about five years, beginning with 1889. 

There has been one nominal decision since ; but, as it was given ‘‘ with the 
consent of the parties interested,” it is fair to assume that the question of com- 
petition disappeared before the decision was rendered. Thirteenth Annual Re- 
port, p. 11. 

t Seventh Annual Report, p. 21. 
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for public ownership, and the great pressure of electric 
companies (backed by the makers of electrical apparatus) 
for franchises, together with the revelations of overcapi- 
talization, furnished by the great investigation of 1893, 
and the flagrant overcapitalization of the Brookline Com- 
pany in connection with its Boston contract, made the 
position of the Commission and the other believers in 
regulated monopoly a delicate one. The very name “ mo- 
nopoly ” was odious to the ears of the average citizen, and 
it looked as if no argument could convince him that any 
monopoly is capable of conferring benefits or being kept 
within proper bounds. 

It was becoming increasingly plain to all but the 
extreme advocates of public ownership that such addi- 
tional legislation was desirable as would, on the one hand, 
give the Commission greater power and, on the other, 
would more thoroughly convince the public that the Com- 
mission was actually protecting the public interests. It 
was by this time generally admitted that, if the theories 
of regulation already adopted were to be maintained, 
further safeguards must speedily be thrown about the 
capitalization of companies. Fortunately, from the very 
first the Commission had laid chief emphasis on this point ; 
and the discussions growing out of the investigation of 
1898 tended to focus public and legislative attention on 
this subject as never before.* In fact, even before the up- 
heaval of 1893, the teachings of the Commission on this 
matter ¢ were beginning to bear fruit. Kor instance, when 
the legislature of 1892,} by special act, authorized the in- 
crease of the capital stock of the Edison Electric Company 
of Boston, it not only made the new issue subject to all 
the general corporation laws, but provided further “ that 
the capital stock in excess of three million dollars shall 
only be issued at such times and in such amounts as shall 


* See the First Annual Report, p. 27. 
t Ibid., pp. 16 and 28. 
t See c. 227, Acts of 1892. 
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have been previously authorized by the Board of Gas and 
Electric Light Commissioners, upon petition of said com- 
pany, and hearing on the same, and after an examination 
of the assets and liabilities of the company.” 

It is not strange, under the circumstances, that a general 
bill embodying the important features of this special act 
should have been introduced during the excited session of 
1898, and failed of passage. For all bills relating to 
lighting matters awaited the report of the investigation, 
which fortunately came in so late, May 23, as to make 
difficult the enactment of any measures at that session, 
save those dealing directly with matters contained in that 
report. The subject, however, was considered of sufii- 
cient importance to refer to a recess committee for report 
at the next session. The great shaking up of 1893 
opened the way for sober and important legislation through 
this committee. The following session proved the most 
prolific in the character and amount of legislation on this 
subject in the history of the State.* 

The principles involved in this great mass of legisla- 
tion were few. The measures were intended to reach the 
causes rather than the symptoms of the trouble, by pre- 
venting excessive capitalization. The two chief acts were 
passed substantially as proposed by the vacation commit- 
tee. In brief, the new legislation put the kind and 
amount of the capitalization ¢ of all lighting companies 
completely in the hands of the Commission. 

* Beginning with the Commission act in 1885, the legislature has passed 
about ninety acts directly affecting the lighting interests, of which nineteen 
were passed before 1894. At the single session of that year fifty-eight lighting 
bills were introduced : of these, eighteen became law. Besides one joint reso- 
lution and several special acts of importance, there were fourteen general 
statutes. Six of these dealt specifically with capitalization ; while another, in 
view of the added duties placed upon the Commission, forbade the Commis- 
sioners and their clerk from engaging in any other business. This last provi- 
sion apparently caused the immediate resignation of the chairman of the board, 
Colonel Wheelwright. See Tenth Annual Report, p. 3. 


t Chap. 350, § 1, makes it unlawful for any pany to “declare any stock 
or scrip dividend or divide the proceeds of the sale of stock or scrip among its 
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To one who is familiar with the fitful growth of public 
opinion, and with the inevitable tendency of the people 
to mistake symptoms for causes, it will not seem remark- 
able that the administration of these important acts should 
have attracted much less popular attention * than many 
other less significant matters, such as petitions for the 
reduction of price. 

In the beginning much difference of opinion developed 
in regard to the scope of this legislation. New companies 
contended that the acts applied to the old companies only ; 
while the old companies insisted that in considering their 
applications for new issues, the board should consider 
present needs only, and not investigate the history of the 
company “or consider the relation of its assets to securi- 
ties already outstanding.” Especially did they insist on 
putting out all issues authorized before the passage of 
these acts.t| The Commission overruled all these objec- 
tions, calling attention to the fact that the legislature, 
fully conscious of the unusually wide powers of investiga- 
tion already possessed by the board, had ordered it to 
approve or disapprove all issues of stock or bonds in the 
future, after investigation, without placing any restric- 
stockholders,”’ while c. 450 requires the consent of the Commission, after 
investigation and a public hearing, to the issue of any stock or honds, and 
further requires the Commission to fix (subject to the provisions of ¢. 472, 
Acts of 1894) the rate of interest and the price of the securities, and to define 
minutely the purposes to which the proceeds may be put. The board must 
give the reasons for each decision in writing. Chap. 476 makes the recapitali- 
zation of a Massachusetts company by a foreign corporation cause for the dis- 


solution of the domestic corporation. It was this legislation also that opened 
the courts to the Commission without the intervention of the attorney-general. 

*On this point the board remarks that ‘‘the lack of public interest in 
these applications has been particularly marked, and instances are rare in 
which the hearings have received attention either from minority stockholders 
or local authorities.”” Tenth Annual Report, 1895, p. 35. 

+ The board not only refused to accept such an interpretation, but caused 
the withdrawal and cancellation of stocks and bonds soissued. Seethe Twelfth 
and Fourteenth Annual Reports, pp. 24 and 16, respectively. It should be 
noted that at an earlier date the board, under its general power to enforce 
the law, caused the cancellation of stock illegally issued by the North Attle- 
boro Company. Lighth Annual Report, p. 29. 
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tions whatever on the range of the investigation or the 
extent of the board’s discretion.* 

Let us examine with some care the way in which the 
Commission has administered these important acts. A 
company is overcapitalized, in the opinion of the board, 
whenever its stock and bonds at par exceed the structural 
value of its plant and other property. That is, the board 
takes the cost of reduplication as the true basis of capital- 
ization. When companies are already overcapitalized 
according to this standard, permission to issue new cap- 
ital is refused, save in those rare cases when, without pay- 
ing dividends, the income of the company is not sufficient 
to make such extensions as are necessary to enable the 
company to perform its public duty. 

However imperative improvements may be, the Com- 
mission will not approve an issue merely to enable an 
overcapitalized company to maintain a fair average rate of 
dividend. Because of the rapid development of electricity, 
the electric companies furnish the majority of cases under 
these acts. Their petitions nearly always necessarily raise 
the question of a proper treatment of depreciation. For at- 
tempts at downright stock-watering, in the popular accep- 
tance of that term,— namely, the issuing of capitalization 
without receiving an equivalent in cash and investing the 
cash in full for the benefit of the company,— have virtually 
disappeared from the public-service corporations of Massa- 


* The position of the board on this point is explained in the Tenth Annual 
Report, pp. 35-38. 

t The strictness with which the Commission holds to this basis of capitali- 
zation, as well as the conservatism with which it acts, is well illustrated in the 
following case. The United Electric Company of Springfield petitioned for an 
issue of stock to purchase a general manufacturing company authorized to fur- 
nish electric light. The board, questioning both the legality and expediency 
of such consolidation, refused its consent. The company then, after getting 
permission directly from the legislature to make the purchase, came once more 
to the Commission for approval of the necessary issue. Under the special act 
the board could not refuse its consent, but could determine what amount was 
necessary. It had the property of the petitioning company appraised by ex- 
perts, and estimated the value of the property to be bought at the figure fixed 
for purposes of taxation. Twelfth Annual Report, p. 40. 
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chusetts. In almost every case where a company is over- 
capitalized the question comes before the board in the 
form of a petition to approve an issue of stocks or 
bonds for enlarging the works or more frequently for fund- 
ing floating debt created for this purpose. The real 
question, then, is, what relation does the investment rep- 
resented by the debt bear to depreciation? The average 
corporate manager, unaccustomed to write off anything for 
depreciation, maintains and believes that the only proper 
question here is whether the capital was wisely and hon- 
estly raised and invested, usually insisting that every dol- 
lar invested in the plant ought to be represented by 
securities. This question of depreciation is, perhaps, the 
most intricate and difficult one connected with corporate 
management, and one, too, about which honest and intelli- 
gent men still differ widely.* 

It is a well-known fact, often mentioned by the Com- 
mission, that the development of electricity in the past 
decade has been phenomenal, and that the most strik- 
ing thing in connection with this development is the 
rapidity with which new inventions render old machinery 
and apparatus antiquated and comparatively useless, 
Even when no improvemements in apparatus are made, the 
cost of the machinery is constantly falling. In fact, ma- 
chinery is scarcely set up when, owing to improvements, 
it becomes advantageous to replace it by apparatus of an 
improved pattern or to install new equipment of the same 
kind for much less money. The resylt has frequently 
been that, with any prices the companies could charge in 
competition with the gas companies, their total income 
was not large enough to make good the depreciation on 


their plant. 
The Commission, fully recognizing this great deprecia- 


* The Commission early declared that its effort was ‘‘ not to merely ascer- 
tain the amount actually expended upon the plant, but rather how much of 
that expenditure might fairly be represented in new capital stock.” Hleventh 


Annual Report, p. 22. 
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tion in the electric lighting enterprises, has applied to it the 
terms “abnormal,” “extraordinary,” and “unusual,” and 
described it as, “in many instances, far exceeding any 
amount which could reasonably be recovered out of in- 
come.” Yet it has repeatedly declared that the floating 
debt, which it is so often sought to capitalize, represents 
depreciation,— that is, a loss,—and not an investment, 
and that it is as much a part of the cost of doing business 
as the expenditure for coal or labor. In one of the early 
cases the board declared that “to capitalize a debt in- 
curred to make good depreciation, although the same 
includes the shrinkage in values above referred to,— that 
is, from the falling price of machinery,— is to capitalize a 
loss, and in a company able to pay the debt is as contrary 
to sound policy as if it were incurred for coal, taxes, or 
salaries. Its effect upon the stockholders and the public 
would not differ essentially from stock dividends or the 
most obvious watering of stock.” * When the Commis- 
sion finds overcapitalization already existing, and the peti- 
tion asks for an issue, partially for extending the works 
and partially to pay floating debt created for the same 
purpose, it sometimes grants the first portion of the re- 
quest and denies the latter,t usually in such cases enjoin- 
ing a more conservative policy in regard to dividends. 

* Eleventh Annual Report, p.27. Reference has already been made to the 
difficulty the Commission had in keeping the Brookline Gas Company from 
unduly swelling its construction account by capitalizing the money wasted in 
competition in Boston. The company went so far as to ask to be relieved from 
keeping its accounts according to the method prescribed by the board. This 
the board refused, and the company was forced to keep its accounts according 
to the prescribed form. In this case the capitalization of $12,000 instead of 
$32,552.82 for ‘‘law expenses’ was allowed on the ground that this would 
have been ample for such construction under ordinary circumstances. Twelfth 
Annual Report, appendix cxxix. The comment of the board on this point is 
interesting. ‘‘ As the board, in the discharge of its duty respecting the ap- 
proval of new securities, has found it necessary to regard structual value as a 
most important factor, so it is compelled, with due regard to the interest of all 
concerned, to adopt such a policy in its supervision of a company’s accounts as 
may tend to prevent the excess of construction accounts beyond the fair struct- 
ural value of the plant.” 

+ A typical case of this kind is that of the Cambridge Electric Company, 
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The powers of the Commission over capitalization go to 
the extent of fixing the terms and interest of loans and 
the price at which shareholders may take new shares. So 
far as I can find out, the board has been so skilful in 
striking the market price as never to have caused a 
genuine speculative flurry on the stock market.* It has 
studiously avoided any attempt to lay down general 
theories for the sake of appearing learned or consistent. 
It has never held that companies ought in general to 
make good losses from depreciation at any particular time 
or within any given number of years, remarking that “in 
every case the problem is to determine how and when it 
may be done with the least possible burden upon the 
public.” fF 

The ability of the board to make the companies con- 
form to its own ideas generally, as a condition of approv- 
ing the issue of capital for making necessary improve- 
ments, is well shown in the case of the Dedham and Hyde 
Park Gas and Electric Light Company. In 1898 this com- 
pany found it necessary to enlarge and reconstruct its 
works, and asked the board to permit an issue of bonds to 
the amount of $60,000 for this purpose. In so much as 
the improvements were imperative and the company over- 
capitalized, the board granted the petition on condition 
that the company bring its stock to par by reducing its 
share capital from $100,000 to $80,000, and pay not to ex- 
ceed 8 per cent. dividend, reckoned on the reduced cap- 
1897. The board found the company somewhat ovegcapitalized, and probably 
unable to pay any part of its floating debt for some years to come, yet it re- 
fused permission to fund this debt, on the ground that ‘the volume of 
business, present and prospective, will enable it to carry this debt in its present 
form until it can be gradually eliminated without unduly burdening either the 
company or the public.’’ $50,000 was granted for extension because the board 
found no other resource from which the company could make necessary exten- 
sions. Thirteenth Annual Report, p. 31. 

*In the case of the Edison Company of Boston the board fixed the price 
of the new shares at $175 when the company was on a 7} per cent. basis. 
Fifteenth Annual Report, p. 31. 

+ Fourteenth Annual Report, p. 31. 
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italization, until the transaction should be completed.* 
The stock to be cancelled had been legally issued. 

In addition to passing upon the issue of stock and bonds, 
the Commission prescribes in detail the application of 
funds so raised. In practice, after specifying the purposes 
for which such issue is approved, it usually adds the words 
“and to no other purpose whatever.” Where peculiar 
temptations beset the company, specific prohibitions are 
also laid upon it, such as prohibiting it from using any 
of the new securities to pay for licenses, patent rights, 
materials, or ordinary repairs. For experience has more 
and more convinced the Commission that its real work is 
preventive, and not remedial. It attempts, therefore, to 
prevent improper or unwise expenditure rather than to 
punish it. 

The Commission at the start foresaw that, with our 
theories of individual liberty and our conflicting State 
jurisdictions, it would be difficult, if not impossible, for it 
to exercise that severe inspection and supervision over 
the book-keeping and accounting of private individuals or 
foreign corporations which was necessary in every case for 
effective control. Therefore, long before the organization 
of the voluntary association known as the New England 
Gas and Coke Company added confusion to the situation 
in Boston, the Commission took strong ground in favor 
of having the industry carried on exclusively by corpo- 
rations organized under Massachusetts law, save in ex- 
ceptional circumstances.${ It consistently advocated that 

* Fourteenth Annual Report, p. 23. 

t For examples of such restrictions see the Thirteenth Annual Report, pp. 
22, 28, and 29 (three separate cases), and compare these with the expenditures 
of the companies dominated by the Bay State Company for patents, as ex- 
plained in this Journal, vol. xiii. pp. 30, 31. In the first of the cases cited 
above, that of the Edison Company of Boston, $550,000 had already been ex- 
pended for patents. In this as in many other cases the board ‘‘ called attention 
to the importance of such a policy in the application of its earnings as would 


strengthen the assets of the company more rapidly than heretofore.”” Compare 
also Twelfth Annual Report, pp. 18, 33, and 42. 


t For obvious reasons it is impossible to prevent companies permitted to 
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view in its reports, beginning with the first, until in 1899 
it was able to say that no foreign corporation was engaged 
in the supply of gas or electricity in the State, and but two 
unincorporated gas companies.* Although the Commis- 
sion never regarded as valid grants to individuals or 
foreign corporations except in those few instances in 
which they rested on special legislative authorization, yet 
it contented itself with expressing its doubts on the sub- 
ject, and emphasizing the unwisdom of such grants, with- 
out attempting to bring the subject to a judicial determi- 
nation.t 

When municipal ownership was authorized, the board 
was given as complete supervision over the works, books, 
records, and accounts of publicly owned plants as over 
those of corporations;{ and, to insure the hold of the 
Commission on the public plants, cities and towns were 
specifically prohibited from selling light and power below 
cost (including interest, sinking fund, and depreciation 
charged at a fixed rate), except with the consent of the 
Commission.§ In face of the adverse criticism || of those 
who advocate municipal ownership at any cost, or rather 
mortgage their franchises from falling, temporarily at least, into the hands of 
individuals. Nor is it under all circumstances expedient to deny street privi- 


leges to general manufacturing companies or private individuals, to enable 
them to dispose of surplus power or light where no company is injured thereby. 

* Fifteenth Annual Report, p. 94. 

t The views of the board on this subject may be followed in the annual 
reports for 1886, 1888, 1889, 1890, 1895, 1898, and 1899, pp. 35, 58, 56, 6, 5, and 
3, respectively. 

t Acts of 1891, c. 370 ; 1892, c. 259; and 1894, g. 533. 

§ In granting temporary permission in 1898 to the town of Hudson to sell 
below cost, in the hope of ultimately establishing a paying commercial business, 
the Commission said that ‘‘the application of public funds raised by taxation 
to meet the deficit so created in the operating expenses of a municipal plant is 
repugnant to the idea of a fair and equal sharing in the benefit as well as the 
burdens of gover t.”” Fourteenth Annual Report, p. 13. 





The next year, in denying a similar petition from the town of Wakefield, 
the board declared that to grant the petition would be to favor about 300 gas 
consumers at the expense of about 1,900 other inhabitants of the town, who 


were not consumers of gas. Fifteenth Annual Report, p. 14. 
||See Bemis, Municipal Monopolies, pp. 595-602. 
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without stopping to count the cost, and in spite of the 
pleas of directors of public plants, the Commission does 
not hesitate to withhold its consent to the prices proposed 
wherever it seems likely that they would not within a 
reasonable time bring the plant to a paying basis. 

So far as I can ascertain, the Commission, under the 
municipal lighting acts, is not only creating and gathering 
the first reasonably accurate statistics in regard to munici- 
pal lighting plants ever brought together in this country, 
but, through its general knowledge and advice, is doing 
more than has ever before been done to enable that exper- 
iment to be tried under favorable circumstances, by hold- 
ing public management, so far as that is possible under 
present conditions, up to the best standards of private 
companies. It is not impossible that the whole agitation 
for municipalization may, through this work of the Com- 
mission more than anything else, be brought for the first 
time to a strict test, and be forced to justify its existence 
from the records in the office of the Commission or be 
overthrown by weapons from the same arsenal. And just 
as any improvement wrought in the management and 
accounting of the private companies must influence, by the 
migrating of officers and employees and in other ways, cor- 
porations outside the jurisdiction of the Commission, so 
similar improvements in that portion of the municipal 
accounts under the supervision of the board must affect 
to a greater or less degree all public departments of the 
cities and towns. 

A review of the history of the Commission as a whole 
shows that the first nine years’ work furnished the best 
possible preparation for the enlarged responsibilities cre- 
ated by the legislation of 1894, and that, if the Commis- 
sion had been given in 1885 legal powers as extensive as 
it now has, the idea of Commission control would probably 
have received a permanent backset. By 1894 the Com- 
mission had in some measure established itself in the 
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public confidence, and had also virtually solved many of 
the minor but perplexing problems with which it had to 
deal. The wide-reaching inquisitorial powers exercised 
from the beginning, as well as the work done on the books 
and accounts for years, assume a new importance in the 
light of the enlarged functions of the board. For, not- 
withstanding the recent ripple caused by the Haverhill 
incident, it is inevitable that the chief formal or public 
work of the Commission henceforth will be the trying of 
petitions for increase of capital. From the very nature of 
the case, as the principles on which the board acts become 
better known, petitions for price reductions and appeals 
against competing companies will probably become less 
frequent. But the needs of every growing community 
will require constant extensions of capital. Sooner or 
later, therefore, every company in the State (unless the 
community be decadent) must have its whole history, 
methods, and status thoroughly examined by this body, 
which has already a wide expert and comparative knowl- 
edge of lighting companies in general, as well as a great 
amount of accurate and detailed information about the 
affairs of the petitioning company. The fact that in every 
case the data already in the hands of the Commission were 
not furnished at any one time, or for any specific case, or 
from any single point of view, is all-important.* 

In proportion, then, as the Commission has done its 
work well in the past in regard to those things which 
have interested the public but little, will it be able to do 
successfully what has recently become’ its chief work. 
There is literally no other place in America to-day where 
one can look for accurate well-arranged data in regard to this 
industry but in the records of this Commission,— records 
which are the outgrowth of patient and, in large measure, 
unappreciated labor extending over a long series of years. 
If it be true that capitalization is the key to the situation, 


*The employment of experts outside the Commission has become much 
more frequent since 1894. 
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and can be dealt with successfully only by preventing the 
putting out of excessive capital, and if the data collected 
by this board are the only considerable scientific, system- 
atic data in the country, it follows that the success of 
commission control depends ultimately in Massachusetts, 
and elsewhere, on the skill and fidelity with which these 
data have been created and preserved. That such a body 
of knowledge was most difficult to obtain, yet absolutely 
essential to the success of this important experiment, I 
trust has been made plain by this discussion. Whatever 
has been accomplished in this direction has been done 
against the continued opposition of the radical reformer 
and the politician, who demand impossibilities in the shape 
of immediate results, and, while attempting the impossi- 
ble, do all they can to prevent the accomplishment of that 
preliminary work which alone insures final success. 

The advocates of public ownership and other radicals 
affirm that regulation in this case is not successful, and 
that any attempt to regulate monopoly simply means 
making consumers pay high prices to enable a non-pro- 
gressive monopoly to pay a high rate of dividend by more 
or less antiquated processes and indifferent management ; 
this, too, in many cases with unsatisfactory service and 
excessive capitalization. They appear to have in mind a 
comparison of present with ideal conditions rather than 
any attainable, and to believe that commission control is 
unsuccessful in this instance, not because of any evidence 
of failure proven from facts, but because of their precon- 
ceived conviction that successful control with private 
ownership is impossible. 

No decision of the Commission has ever been reversed by 
the courts: its legal power to control cannot be questioned. 
We have seen that in all cases relating to price it appears 
to have done substantial justice. No one has ever ques- 
tioned that it has prevented serious overcapitalization 
since given power over that matter, and has permitted 
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securities to be put out beyond the value of the property 
only in those rare cases where the public welfare seemed 
to demand it. Even in such cases, as a rule, it has virtually 
penalized the company by action limiting its power to 
pay dividends at the old rate. Whatever its shortcom- 
ings, it has certainly exercised a wholesome influence in 
favor of honesty and efficiency in corporate management 
and municipal administration, It has never been accused 
of encouraging or permitting what, under a system of 
price regulation, is the most fundamental economic injury 
to the public; that is, excessive investment through pre- 
tended attempts at competition. Even the disbelievers in 
commission control must admit that, since 1894, it is prac- 
tically within the power of consumers, public or private, 
to have every possible question connected with the supply 
of gas or electricity examined and passed upon by a disin- 
terested body with wide knowledge of the business and 
with unusual facilities for getting at the facts in any 
particular instance.* 

Nevertheless, the agitation for municipal ownership con- 
tinues, and is supported on the supposition that the work 
of the Commission has failed in maintaining fully the rights 
and welfare of the public. If we examine more carefully 
into the opinions of the opponents of the commission 
idea, we find, apart from the a priori arguments referred 
to above, that the real opposition grows — unconsciously, 
perhaps—out of the truly unsatisfactory conditions in 
Boston. Arguments against the adequacy of commis- 
sion control usually come from that fieltl. No one denies 

* Although Commissioners are appointed for but three years, they usually 
remain on the board long enough to become expert. No one has ever ceased 
to be a member, with but a single exception, save at his own desire. Mr. 
Rowell’s renomination for a third term was rejected by the Council in 1890, 
Of the six other former members, all left to take up more desirable oceupa- 
tions,— in several cases, more lucrative employment with lighting companies, 
Of the present members, Chairman Barker has been on the board since its 
creation. Mr. Gifford has served since 1893, and General Schaff was appointed 


in 1894, Of the clerks (appointed without time limit), Mr. Allen served seven 
years; Mr. Leary, three; and the present clerk, Mr. Tobey, since 1895. 
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that the situation in Boston leaves much to be desired. 
But, to one who has followed in earlier chapters the his- 
tory of the Boston companies, it must be plain that the 
present evils there cannot be justly cited as an argument 
against commission control.* What have been the chief 
events in the history of the Boston Gas Supply which 
have not only made possible, but have led necessarily to 
the bad results in that city? The first was the admission 
of the Bay State Company with its inflated capital in the 
shape of the $4,500,000 obligation. But this took place 
before the Commission was created. It must be ascribed 
to the foolishness or corruption of the members of the 
Board of Aldermen, not to any shortcomings in the Com- 
mission, which was created later to prevent just such 
operations. The next disaster took place when Mayor 
Matthews induced the Brookline Company, in 1893, to 
enter upon a reckless competition, without permitting the 
Commission to exercise its supposed right of passing upon 
the question. The Commission is on record, however, time 
and again, as opposed to that competition.t The chaotic 
results of this competition probably had an influence in 
bringing about the next great evil: namely, the granting 
of the special charter, with unusual privileges, to the 
Massachusetts Pipe Line Gas Company in 1896. It is 
a matter of common and unquestioned knowledge that 
the Commissioners were heartily opposed to the granting 
of this charter, regarding it specifically as a relapse to the 
undesirable conditions which led to the establishment of 
the board. It is equally well known that the provisions 
in this charter most repugnant to the views of the Com- 
missioners were the immediate occasion of the formation 
of the voluntary association known as the Coke Company, 
and that this association, by its form of organization and 
its relation to the other companies (made possible by the 


*See the articles on The Gas Situation in Boston, in this Journal, vols. xii.— 
xvi. (1898-99). 
t Compare the Ninth Annual Report, pp. 16-20 and 26-31. 
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Pipe Line charter), has been and is the unmanageable 
factor in the situation to-day. For the Coke Company 
has, in fact, by successfully resisting the attempts of the 
legislature to get at its books and accounts, taken the 
industry in Boston out of the hands of the Commission, 
and removed it to where it was all over the country a 
generation ago.* We thus see that the three great evils 
at Boston have been brought about, not only by forces 
beyond the power, but even outside the legal jurisdiction 
of the Commission, and in every case against its judg- 
ment. They are likely to continue until long after the 
Coke Company is brought under control by additional 
legislation. They will probably endure until legal con- 
solidation takes place in Boston; and that cannot be 
achieved without legislative sanction, and is not likely 
to happen until private management or litigation de- 
stroys some of the inflated securities dependent upon the 
property. 

But, however long this truly undesirable situation lasts, 
it is plain that it is in no sense due to the weakness of 
commission control in theory or practice. These evils are 
much more deep-seated than the form of control or even 
of ownership. They grew out of the disorganized and 
vacillating condition of a public opinion tinctured with a 
large portion of private greed, and they can be cured only 
by the slow and laborious growth of general education in 
regard to industrial and governmental affairs. The prob- 

* The legislature of 1900 ordered a committee to imvestigate the whole sit- 
uation in Boston. The officers of the Coke Company refused to give evidence 
in regard to that company and to submit books and papers. The committee so 
far accepted the contention of the company as not even to report it to the legis- 
lature for contempt. Of course, without a knowledge of that company, the 
long-drawn-out investigation was a farce. The committee failed to agree on a 
report. Three separate reports were submitted, no one signed by a majority 
of the committee, with some members even refusing to sign any one of the 
reports. The legislature adjourned without any general legislation on lighting 
matters, not even repealing the charter of the Haverhill Gas Securities Com- 


pany, as recommended by the Commission. Compare House Documents, Nos. 
1405, 1406, and 1407, legislature of 1900. 
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lem is too vast to enter upon here. I content myself with 
calling attention to the fact that such an unripe public 
opinion, while it lasts, is likely to have a more sudden, 
direct, and deep influence on a city administration in 
charge of a lighting plant than on an appointed adminis- 
trative body like the Gas Commission, engaged in super- 
vising privately owned plants. 

It is very true, however, that the work of the Commis- 
sion can never in wisdom and efficiency go much beyond 
public opinion,— public opinion not in its temporary 
manifestations, but in its comparatively permanent shape. 
For the Commission is the creature of the legislature, 
which is immediately amenable, even to the temporary 
caprices of public sentiment, and in any case cannot move 
the permanent and well-formed opinions of the constit- 


uents. 
JoHN H. GRAY. 


NORTHWESTERN UNIVERSITY. 
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THE EFFECT OF THE NEW CURRENCY LAW ON 
BANKING IN THE WEST. 


Arter tabulating some years ago the banking statistics of a 
group of Western States of sparse population, containing 
numerous towns and communities where banking facilities are 
periodically or constantly inadequate, the writer came to the 
conclusion that the reduction of the minimum capital of a 
national bank, a measure long before proposed, would not 
correct the defect.* It appeared from that tabulation that 
national banks, although exciting jealousy because of supposed 
undue profits, were generally preferred by communities large 
enough to support them. It also appeared that a wider field 
than even small national banks could hope to fill, unless their 
minimum capital should be much less than $25,000, was 
already occupied by private and State banks, 

It was found that in the Dakotas, Nebraska, Kansas, and 
Missouri there were 1,247 State banks, the capital of two-thirds 
of which was in no case more than $25,000, and in most cases 
much less. Indeed, 451 had $10,000 or less capital, 182 had 
between $10,000 and $15,000, and only 152 had between 
$15,000 and $20,000. The typical bank of the region had 
perhaps $10,000 capital. The capital was small because the 
country was new, the population sparse, accumulated wealth 
small, and deposits small correspondingly. It was inferred 
that national banks with so much as $25,000 capital could not 
be supported in any important number of towns where these 
conditions obviously and naturally imposed-a lower limit on 
profitable capitalization. 

Since the publication of that tabulation and the conclusions 
derived from it, the Act of March 14, 1900, has reduced the 
minimum capital of a national bank to $25,000 in an effort to 
furnish better banking facilities to the communities which 
were the subject of that investigation. The purpose of the 
present inquiry is to ascertain whether the effort has been 


*<¢ The Distribution of Small Banks in the West,” in this Journal for October, 
1897. 
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successful or whether the conditions shown in that tabulation 
have rendered the effort futile and confirmed the conclusions 
then reached. That it has been successful is the opinion of 
the Secretary of the Treasury.* In his last report it is stated 
that the reduction of minimum capital to $25,000 “ has enabled 
many of the remoter sections and smaller communities to 
secure necessary banking facilities.” This statement is based 
upon the organization from March 14 to October 31, 1900, of 
249 banks with less than $50,000 capital each, and particularly 
upon organizations of such banks in the Middle West and 
South, territory partly included in the tabulation mentioned. 
Has not the Secretary, however, in reaching his conclusion, 
overlooked the fact that most of the new national banks in the 
region mentioned are but reorganizations or conversions of 
banks in operation before? Allowing for the cases where 
national banks have merely replaced other banks, an attempt 
is made in Table I., at the end of this paper, to ascertain the 
real increase of banks and banking capital in the same typical 
group of States studied before. 

This table shows the actual gain under the new law to be 
scarcely noteworthy. The gains range only from $35,000 in 
South Dakota up to $150,000 in Kansas, from four per cent. 
of capital already existing, in South Dakota, down to fifteen- 
hundredths of one per cent., in Missouri. For the group the 
increase of capital is $473,000,— a growth that is insignificant 
in States where the banking capital already aggregated 
$75,000,000. It is not likely that the increase in bank capital 
due to the new law is even so much as these figures show. 
Besides its capital, almost every converting bank had avail- 
able, towards making up the capital of the national bank that 
replaced it, considerable undivided profits and surplus. It 
cannot be said how great a deduction on this account should 
be made from the apparent increase in banking capital, but it 
should be more than ten per cent. of that increase. 

More to the point is the gain in the number of banks. 
Here, too, the advocates of small national banks must be dis- 
appointed by the analyzed facts. The new law has not given 
North Dakota an additional bank. South Dakota and Mis- 


* Report of the Secretary of the Treasury for 1900, pp. xxi-xxiii. 
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souri have each one additional bank, and Nebraska and Kansas 
have each two. By the Act of March 14 these five States 
have together gained six banks. Except that it occurred under 
a new law, this slight increase in banking facilities would ex- 
cite no comment. Six more banks count for little in a region 
that has 1,900 already. 

The law has been tested fairly. It has been in operation 
less than a year, but it had been advocated and expected long 
before it passed. The country was ready for it. To reckon 
as part of their required reserve funds on deposit elsewhere, 
national banks must of course deposit those funds with 
national banks in reserve cities. Upon the passage of the new 
law these reserve-city banks immediately solicited the accounts 
of banks that might nationalize, and sent them explanatory 
pamphlets, detailed calculations of the profit on circulation, 
and even digests of banking law. Bond-dealers tendered 
their services for buying and depositing the bonds required by 
law. The procedure followed in the organization of a national 
bank was thus made perfectly clear and exceptionally easy. 
On the other hand, difficulties in converting State banks have 
arisen from occasional differences between the assets of State 
and national banks. Before converting a bank into a national 
bank, it has been frequently necessary to dispose of land, 
mortgages, excessive loans, and shares in corporations. The 
facility of organization has more than balanced the difficulty 
of conversion, however; and, so far as now appears, organiza- 
tions were more rapid for some months after March 14 than 
they have been lately. 

In writing of banking facilities afforded by the new law, 
Mr. Gage had specially in mind the cases of Iowa, Texas, In- 
dian Territory, and Oklahoma. It is to be regretted that ex- 
cept for Oklahoma full data are not at hand. 

The writer has not been able to depend on the Comptroller’s 
bulletin of November 12 in determining which of the new 
national banks throughout the country replace banks existing 
before. The bulletin purports, indeed, to furnish this informa- 
tion; but many banks that had assets in which national banks 
could not invest have simply gone into liquidation, their 
stockholders organizing national banks that go on with the old 
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businesses. Often, therefore, it has not come to the Comp- 
troller’s knowledge that the new concerns are really the old 
banks. 

As to the Missouri River group above discussed, and for 
Oklahoma, the writer has had direct information from the 
State banking departments. Such information is not available 
for Texas, where the constitution has long forbidden the in- 
corporation of banks, and where there is no banking depart- 
ment; nor for the Indian Territory, which has no general in- 
corporation law; nor for Iowa, whose latest report is in press, 
and whose officers have not been able to supply the needed 
facts. As to Texas, it may be said that of the 34 new national 
banks, 2 have $50,000 capital or more and could have been 
organized without the new law, while 26 are in towns that 
had banks already. Many private banks have undoubtedly 
availed themselves of the opportunity to incorporate, and 
the State had 417 banks before.* Parts of the Indian Terri- 
tory will be opened in the spring for settlement ; and banks are 
doubtless being organized in anticipation, although, of 16 new 
national banks, only 6 are where there were no banks before. 
There were 41 banks in the Territory a year ago.f 

In Iowa the minimum capital of a State bank also is 
$25,000; and, if new banks are needed, they can as well be 
national, Of 32 new national banks there, 28 are where there 

*The number of banks in Texas, Indian Territory, lowa and Oklahoma before 
the Act of March 14 is taken from Rand, McNally & Company’s Bankers’ Directory 
of January, 1900. 

+ The situation in the Indian Territory is thus explained in a private letter by 
Mr. J. F. Craig, a lawyer of South McAlester, L.T.: — 

“The Indian Territory towns are all growing rapidly. New banks are being 
started every day to meet the growth. Wherever it is possible to raise sufficient 
capital, these are national banks. There is one element here making a national 
bank preferable to a private bank, which always controls when the parties have 
sufficient capital ; and that is the usury law, Usury forfeits principal and interest. 
To escape this, resort is had to the national banking law, under which the maxi- 
mum penalty is twice the interest received. The legal rate is 10 per cent., but few 
loans are made at a lower rate than 12 per cent. and from that up. You can see, 
therefore, the decided advantage a national bank has over a private bank. When 
these things are taken into consideration, it seems to me that no conclusion can 
be drawn as to the effects of the law in the Indian Territory. 

“There are many private individuals, who were in the banking business al- 
ready, who have organized national banks with $25,000 capital. There are other 
places where national banks have been started that had no banking facilities 
before. There are more places, however, where entirely independent banks have 
started simply to meet the growth of the towns and business; and they would 
have been organized under the old law.”’ 
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were banks before. Compared with the 1,161 banks already 
there, the number of banks added by the new law is not large. 
The facts as to Oklahoma are also shown by themselves in 
Table I. There appears a gain of $288,000 in banking capital, 
and an addition of 6 banks to 87 already there. Much of this 
increase is to be attributed to Oklahoma’s present rapid growth. 
Economic conditions, much the same as those observed in the 
Indian Territory, would have caused the establishment of 
more banks under any law. Indeed, Table II. shows that 
there were organized, during the period under discussion, 21 
new Territorial banks. 

Iowa, Oklahoma, Indian Territory, and Texas have received 
greater benefits from the reduction of minimum capital than 
have the five neighboring States first discussed. It is clear, 
nevertheless, that the new law is even there far from being a 
solution of the problem of banking facilities, and that else- 
where in the same region the law has slight effect. Besides 
the example of the Missouri River group, one may cite 
Arkansas, where no national bank was organized last year, and 
Louisiana, where only one was organized.* 

The effect of the new law, then, has been slight, although 
such tendency as the reduction of minimum capital may have 
created has been strengthened by the permission to issue cir- 
culating notes up to the par value of bonds deposited. This 
provision, however, has not often decided the conversion of an 
old bank or the establishment of a new one, In the country 
at large the new banks have deposited only one-third of the 
bonds they might have deposited; and it is not probable that 
bond investments have been more attractive in the South and 
West, where interest on commercial paper is high, than in the 
United States as a whole. Certainly, there is in the West no 
apparent increase of the proportion of bank-notes to other 
circulating bills. The provision that notes may equal the par 
value of the bonds securing them, and that banks need not 
wait six months after withdrawing circulation to issue it again, 
are wise and beneficial. As the Secretary of the Treasury re- 
marks, however, these changes do not settle the question of 
bank-note circulation. 


* Report of the Comptroller of the Currency for 1900, p. 27. 
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The need of increased banking facilities to keep up with the 
growth of the West is being met, not with national banks of 
smaller capitals, but with little State and private banks. This 
fact is shown by Tables II., III., and IV., which, like the pre- 
ceding table, cover the period from March 14 to October 31, 
1900. In every State of the Missouri River group, except 
South Dakota, the increase of bank capital due to State banks 
only is greater than the increase due to national banks. 
Against 6 additional banks there, due to the new currency law, 
there are 85 new State banks and 10 not unimportant private 
banks. The new State banks in Oklahoma have been noted 
above. 

Little banks are being organized outside the national system 
because the communities they serve are too small to support 
the smallest possible national banks. Yet observe how few 
State banks have been organized with capitals approaching 
$25,000. The national system, all things equal, is still pre- 
ferred. New banks will tend to be national banks where the 
minimum capital is not beyond the amount that can be em- 
ployed. Missouri remains an exception and an instance of 
financial tradition. Many even of the large St. Louis banks 
retain State charters.* 

The need in the West of banking facilities that national 
banks cannot supply had been demonstrated, as stated above, 
by tables showing the existence of numerous little banks in 
many small villages. The persistence of this need has now 
been corroborated by showing that the organization of little 
banks still goes on. State banks will continue to serve com- 
munities that national banks cannot reach. 

Doubtless it is too early for a general estimate of the new 
provisions for banking. Western bankers praise them, saying 
that the lower minimum capital and the more liberal circula- 
tion privilege are advantages. These features have done some 

*The writer explained this point in this Journal for October, 1897. “State 
banks were organized all over Missouri while the total of national bank currency 
was limited by statute, and while it was, therefore, impossible to supply the grow- 
ing need for increased facilities by organizing national banks. Except in Kansas 
City and 8t. Joseph, which grew rapidly in the eighties and became national 


banking towns, the State banking tradition has generally persisted. Missouri is, 
therefore, an exception to the preference for national banks discovered in the 


other States.” 
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good in the West. There are a few banks which without the 
recent changes might not have been established so soon. On 
the average, the converted banks here and there have a little 
more capital, a little more prestige and credit, are a little 
better supervised, and a little safer than before. Now and 
then there will be a little further progress of this kind. 

One may question whether this slight progress is worth 
while, whether the infinitesimal benefit to the West and 
South is worth the impairment of the national banking system. 
Impairment it certainly is. The $50,000 banks have not proved 
so strong as the larger banks, and the $25,000 banks cannot be 
so strong as the $50,000 banks have been. At the first period 
of depression the national banks will sustain a fall of credit, 
and the system will not be so available as it might have been 
as the basis of a rational system of finance. 

The problem of banks for our new or undeveloped States is 
not solved. It will not be solved except by the establishment 
of branch banking.* Against this there is the almost unan- 
imous hostility of bankers now there. It is urged that branch 
banking is monarchical, and that it develops a colossal money 
power fatal to liberty. It is feared that the competition 
of branches of Wall Street banks would drive the present 
country bankers out of the business. Officers of country banks 
would make excellent managers of branches, but they do not 
expect to be given the places; and they fear that, if they 
should be unexpectedly appointed managers, they would be 
without hope of advancement and without personal indepen- 
dence. It is the anticipated loss of independence that gives 
them most concern. 

While bankers are overcoming their fears by studying 
branch banking as it really is, we may furn to the solution 
given by the late Professor Dunbar.t His suggestion that 
each bank be limited to one State overcomes much of the 
jealousy of Eastern monopoly, and goes far to make his plan 
immediately practicable. That plan comprises also the raising 
of the minimum capital line to $200,000; greater publicity of 
accounts and severer inspection; and the issue, onthe basis of 


*In the North American Review for October, 1898, the writer attempted a 
forecast of the operation of branch banking in the West and South. 


1“ The National Banking System,” in this Journal for October, 1897. 
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general assets and stockholders’ liability, of notes which must 
be presented for redemption by the first national bank receiv- 
ing them. 

If this wise plan were adopted, the banking needs of the 
West and South would be supplied by strong banks, which 
would distribute the resources of each great State to the com- 
munities in it that can use those resources best. 


THoRNTON CooKE. 


BANK OF HERINGTON, HERINGTON, KAN. 


TABLE I. 


The increase of banks and banking capital due to the Act of March 14, 
1900. Capital is given in thousands of dollars. 
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| 























TABLE I. 
Organization of State and private banks March 14, 1900, to October 31, 1900. Capital is given in thousands of dollars. 





CAPITAL. 


North Dakota.* 


South Dakota. 


Nebraska. 





State Banks. 


State Banks. 


Private Banks. 








State Banks. 


Private Banks. 





ber. tal. 


Capi- 
tal. 


Num- 
ber. 


um-| Capi- 
tal. 


Num- | Capi- 
ber. tal. 


Num- | Capi- 
ber. tal. 





Not over $5,000 
“ —« 10,000 
“« 15,000 

« 25,000 

“ 50,000 

Over $50,000 . 


8 40 
3 30 
l 15 


15 
50 


2 
2 


25 
70 


il 55 


7 58 « 
25 





Totals 




















~ 138 
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CAPITAL, 


Kansas.t 


Missouri. 


The Group. 





State Banks. 
Num- | Capi- 
ber. tal. 


State Banks. 


Private Banks. 


State Banks. 





Num- | Capi- 
ber. tal. 


Num- 


Capi- 
ber. tal. 


Num- 


Capi- 
ber. tal. 


Private Banks. 
| 


Num- i 





Not over $5,000 
“ «10,000 
“ 15,000 
“ 25,000 
« 50,000 
Over $50,000 . 


9 
8 
1 
3 





Totals . 











5 25 





31 155 
36 332 

8 120 
8 190 
1 30 
1 100 


ber. 
8 | 40 
2 20 


























85 927 








10 | 60 





* Private banks not permitted in North Dakota. 





t No private banks organized in Kansas during this period. 
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TABLE IIL 


Organization of State banks in Oklahoma March 14, 1900, to October 31, 
1900. Capital is given in thousands of dollars. Private banks not allowed. 














Capital. Number. Capital. 
Not over $5, ee Sher ge oe ee 17 85 
ee 6 6G + so ee +e + me + & 4 40 
“« 15,000 a. 
“ “ 25,000 
“«  §0,000 
Over $50,000 . 
Sa ieee ke me! A Se ee 21 125 
TABLE IV. 
Sammary of Tables II. and III. 
State Banks. Private Banks. Total. 
Num- | Capi- Num- Capi- | Num- Capi- 
CAPITAL. ber. | tal. ber. | tal. | ber. tal. 
Not over $5,000 . . . 48 240 8 40 56 280 
oS Wegee .. 40 372 2 20 42 392 
o © Peg .« 8 120 8 120 
o © Gee .. « 8 190 8 190 
« © 96000... 1 30 1 30 
Over $50,000 . 1 100 1 100 
ey ae « 6 106 1,052 10 60 116 1,112 
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NOTES AND MEMORANDA. 


MORTGAGE TAXATION IN MISSOURI. 


The State of Missouri at the general election November 6, 
1900, adopted a constitutional amendment on the subject of 
taxation of mortgages, adopting what is known as the Cali- 
fornia system. It is in the following words: — 


SEcTION 22. A mortgage, deed of trust, contract, or other obligation 
by which a debt is secured, shall, for the purposes of assessment and 
taxation, be deemed and treated as an interest in the property affected 
thereby, except as to railroad and other quasi-public corporations, for 
which provision has already been made by law. In case of debts so se- 
cured, the value of the property affected by such mortgage, deed of trust, 
contract, or obligation, less the value of such security, shall be assessed 
and taxed to the owner of the property, in the manner hereinafter to be 
provided by law; and the value of such security shall be assessed and 
taxed to the owner thereof in the county, city, or other local subdivision 
in which the property affected thereby is situate. The taxes so levied 
shall be a lien upon the property and security, and may be paid by either 
party te such security. If paid by the owner of the security, the tax so 
levied upon the property affected thereby shall become a part of the 
debt so secured. If the owner of the property shall pay the tax so levied 
on such security, it shall constitute a payment thereon, and to the extent 
of such payment a full discharge thereof: Provided, that in all such 
cases the interest of the owner of the security, as well as that of the 
owner of the property affected by such mortgage, deed of trust, contract, 
or obligation, shall be assessed on terms equally fair and just. If the 
note or other obligation secured is entitled to a credit by payment made 
on the principal thereof, the assessable value of the owner of the secur- 
ity, upon the fact being made known to the assessor prior to the assess- 
ment, shall be diminished by the amount of such payment, and the as- 
sessable value of the owner of the land or other property correspondingly 
increased, the intent hereof being to place those interested in any way 
in such land or other property on the plane of absolute equality as to 
taxation. 

SEcTION 28. Every contract hereafter made by which a debtor is 
obligated to pay any tax or assessment on money loaned or on any mort- 
gage, deed of trust, or other lien, shall, as to any interest specified 
therein and as to such tax or assessment, be null and void. 
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There seems to have been little discussion in the State dur- 
ing the campaign over the merits of the amendment. Some 
six other amendments were voted upon at the same time, and 
all were adopted. One of these amendments authorizes the 
increase of taxation in counties for road purposes, another the 
commencement of criminal prosecutions for felonies by infor- 
mation as well as by indictment, and one authorizes verdicts 
by juries in civil cases by a three-fourths vote. Although 
these amendments were of grave importance, public attention, 
particularly in the city of St. Louis, was mainly enlisted in the 
amendments for aid to the World’s Fair in celebration of the 
Louisiana Purchase, to be held in St. Louis in 1903, by the 
authorization of a bond issue in St. Louis and an appropriation 
from the State Sinking Fund. A vigorous campaign for these 
last two amendments seems to have carried through all of 
the others, including the California mortgage tax, by large 
majorities. 

The amendment in question was substantially taken from 
the provisions of the California constitution of 1879. Section 
28, prohibiting contracts for shifting of the tax, is identical 
with the California provision, which has been repeatedly con- 
strued by the Supreme Court of that State. It has been prac- 
tically nullified by a decision of that court which holds valid 
contracts allowing the mortgagor a rebate in the interest paid 
by him in the event of his paying the taxes, thus giving an op- 
tion to pay them, but not “obligating” him to do so. So 
universal is this shifting of the tax upon the mortgagor that 
Professor Plehn declares that “this experiment in taxation has 
come to an end.” * In view of the adoption by Missouri of a 
constitutional provision which had been thus construed by the 
Supreme Court of the State from which it is taken, the ques- 
tion is raised whether under the recognized principle of con- 
struction our courts will not be bound to hold that we have 
adopted the construction with the provision, thus in effect 
defeating the very purpose for which the amendment was 
enacted. It is an interesting illustration of the anomalous 
conditions of American legislation in taxation. 

An important difference, however, is to be noted in the 

*«' Taxation of Mortgages in California,” Yale Review, May, 1899. 
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situation of Missouri and California. Before the California 
provision was adopted in 1879, mortgages were held by the 
Supreme Court of that State not to be taxable. The purpose 
of the constitution, therefore, was not only to relieve the 
holder of real estate from what was deemed an unjust burden 
of taxation, but also to compel the taxation of property which 
had hitherto escaped. But in Missouri, prior to the adoption 
of this amendment, mortgages — that is, notes secured by deeds 
of trust — were taxable as personal property, being included in 
the general property tax and required to be listed by the 
holder, like other personal property, for taxation at his domi- 
cile. That is, the State exercised its utmost power in the 
matter of taxing this class of property. All the land in the 
State was taxed to its full value without deduction for the 
mortgage; and all the mortgages and mortgage notes held by 
citizens of the State were taxed, whether the notes were in the 
State or not. The effect of the system, when enforced, was to 
tax both the property and the credit whose value rested upon 
the property. Practically, however, in the failure of the gen- 
eral property tax to reach personal property, very few mort- 
gages were assessed for taxation except those held by trustees, 
those found by the assessor in the Probate Court, and those 
held by banks and trust companies, which were assessed on 
their capital stock. Thus, in California, mortgages were legally 
exempt, and in Missouri, with the exceptions noted, practically 
exempt.* 

It will be observed that the Missouri provision contains an 
express declaration that the intent is to place those interested 
in the land and the mortgage “on the same plane of absolute 
equality as to taxation.” This is not in the California consti- 
tution. It seems to have been inserted in view of the well- 
known want of uniformity in the assessment of property for 
taxation in different parts of the State, varying from twenty 
per cent. in some counties to over seventy per cent. in the city 
of St. Louis.t The average assessment of farm lands is about 
thirty-three per cent. of their value. The attorney-general of 
the State has given his opinion that the same rate of valuation 


* See the present writer’s Law and Practice of Taxation in Missouri, p. 282. 
tIbid., p. 247 et seq. 
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must be applied to the mortgage as to the equity. Thus, if 
land worth ten thousand dollars is assessed at four thousand 
dollars and is mortgaged for five thousand dollars, the new 
assessment would be adjusted, two thousand dollars to the 
mortgagor and two thousand dollars to the mortgagee. 

Another important practical question is presented by the 
fact that banks, trust companies, and savings-banks in Missouri 
are not assessed upon their property, but upon the shares of 
their capital stock. They cannot, in addition, be taxed upon 
their mortgages or any other property without involving 
double taxation, which it is the very purpose of the amend- 
ment to avoid. Yet, as the holder of land cannot be taxed 
except upon the value less the encumbrance, the new system, 
if the mortgages held by such companies are not taxed, will 
involve a heavy loss in revenues. 

The opinion is generally held that the amendment is not 
self-enforcing ; that is, that it requires legislation before it can 
be made effective, as reference is expressly made therein to 
legislation for the manner of the assessment of the interests of 
the mortgagor and mortgagee. All property in Missouri is 
assessed annually as of the first of June for taxation; and the 
new system cannot be applied and enforced practically until 
the assessment of June 1, 1901. 

The money lenders of the State have been very much ex- 
ercised over the adoption of this amendment, and some of the 
representatives of foreign companies have expressed the in- 
tention of withdrawing from the State. For a time loans 
practically ceased. Many lenders have adopted the California 
plan of using contracts, as above stated, rebating part of the 
interest in the event the mortgagor pays the taxes. This sys- 
tem involves an interest rate on the mortgage of some two per 
cent. more than what would otherwise be charged. The legal 
rate in the State is now eight per cent. It is said that an 
effort will be made at the coming session of the General Assem- 
bly to reduce the interest rate to six per cent. This doubtless 
would be stoutly resisted. 

On the other hand, it is likely that an effort will be made to 
defeat the operation of the amendment on the theory that it 
is not self-enforcing, by preventing any legislation for its en- 
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forcement. It seems clear that the amendment will be wholly 
ineffective in accomplishing the purpose for which it was 
enacted, the relief of the mortgagor, and that the experience 
of Missouri in this regard will be the same as that of Califor- 
nia, The general recognition of this fact has created a strong 
public feeling in favor of a thorough revision of the revenue 
system of the State, and it is not unlikely that the coming 
session of the General Assembly will direct a vote of the 
people on the question of calling a Constitutional Convention. 


F. N. Jupson. 
St. Louis, Missovukt. 
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THE CONSTITUTIONALITY OF THE UNITED 
STATES INHERITANCE TAX. 


By Act of June 13, 1898, the Congress of the United States 
imposed a tax on legacies and inheritances of personal prop- 
erty. This tax, laid as a part of the system of measures for 
additional revenue resorted to in consequence of the war with 
Spain, was in most respects a close copy of the similar tax im- 
posed during the Civil War. The principal difference was in 
the new provision by which the rate varied according to the 
amount of property, and again according to the degree of 
relationship, if any, between the legatee or person inheriting 
and the deceased. 

In the case of Knowlton v. Moore, and the cases argued 
with it, collectively called the Inheritance Tax Cases (to be 
reported), decided by the United States Supreme Court in 
May, 1900, the legality of the tax imposed by the Act of 1898 
was assailed. The case arose in the Circuit Court of the 
United States for the Southern District of New York. It was 
an action brought by the executors of the will of one Eben 
Knowlton against the internal revenue collector, to recover the 
amount paid under protest by the executors in satisfaction of 
the tax assessed upon the personal property passing under the 
will. The constitutionality of the law was denied on three 
grounds: — 

1. Because the subject-matter taxed was not included in the 
power conferred on Congress. 

2. Because, if an indirect tax, it was not uniform, 

3. Because, if a direct tax, it was not apportioned among 
the several States on the basis of population, as required by 
the Constitution. 

The case also involved the construction of the provisions of 
the act fixing the rate, but this point need not here be con- 
sidered. The Circuit Court decided against the plaintiffs on 
all the points raised, and the case was then taken to the. 
Supreme Court by writ of error. 

The Supreme Court had no difficulty in disposing of the 
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contention that Congress lacked power to levy any tax on the 
transmission of property upon the death of the owner. That 
contention rests upon the proposition that the transmission of 
property by will or by inheritance is a right created by legisla- 
tion, and that the creation and regulation of the right is a 
matter within the exclusive jurisdiction of the several States, 
and that such a tax is, therefore, an interference with the 
powers of the several States, It is undeniably true that under 
the Constitution all power over the transmission of property 
after death rests with the States, but the conclusion sought to 
be drawn from this premise is essentially fallacious. Congress 
may not, indeed, in any way impose burdens on the exclusive 
powers of the States or the instrumentalities by which they are 
exercised ; but this does not imply that, because property or any 
other subject-matter of taxation is created by or is within the 
exclusive jurisdiction of the States, it is withdrawn from all 
possibility of taxation by the national government, The argu- 
ment had been rejected long ago by the Supreme Court, when 
advanced in the License Tax Cases (5 Wall. 462) to defeat 
the power of Congress to require the payment of a license by 
persons engaged in certain trades. Such trades, like the in- 
heritance of property, are to be regulated by the several States 
only; but, while no act of Congress can legalizé the carrying 
on of a trade illegal by State laws or provide for the inheri- 
tance of property, Congress may in the latter case, as in the 
former, resort to this subject of taxation. The power con- 
ferred upon Congress by the Constitution is, as to the subject- 
matter of taxation, plenary : the limitations are confined to the 
method of laying particular kinds of taxes and to the prohibi- 
tion of any tax on exports. 

These general considerations are decisive ‘against the view 
that the national government cannot have recourse to a sub- 
ject of taxation as ancient and as common as the various forms 
of death duties. Were further argument needed, the fact 
pointed out by the court that, within eight years after the 
adoption of the Constitution, Congress laid the first legacy tax, 
and at other periods subsequently resorted to similar measures, 
would afford a cogent reason for not denying the power. 

The Constitution of the United States provides (Art. 1, Sect. 





_— 


——— 


—— 





294 QUARTERLY JOURNAL OF ECONOMICS 


8) that “The Congress shall have power to lay and collect 
taxes, duties, imposts, and excises; . . . but all duties, imposts, 
and excises shall be uniform throughout the United States.” 

The Constitution also provides (Art. 1, Sect. 9) that “No 
capitation, or other direct tax, shall be laid, unless in propor- 
tion to the census or enumeration hereinbefore directed to be 
taken.” 

The argument that the inheritance tax, if indirect, was not 
uniform throughout the United States, as required by the 
Constitution, was rightly rejected by the court. This argu- 
ment was based on those provisions of the law exempting 
legacies of less than a certain amount, and establishing the 
double sliding scale already referred to, by which the rate in- 
creases with the size of the legacy or distributive share and 
with the remoteness or absence of relationship between the 
deceased and the legatee or heir. The ideas embodied in 
these provisions are common to a great part of the laws 
imposing death duties existing in the several States. In 
Magoun v. Illinois Trust and Savings Bank (170 U.S. 293), 
decided in 1898, the Supreme Court had fully considered the 
argument that a progressive tax imposed by a State was so 
unequal and opposed to fundamental principles of justice as to 
be invalid, and to constitute a taking of property without due 
process of law. Agreeing with the great weight of authorities 
in the various States, the court had upheld such alaw. This 
decision disposed of the argument that the tax should be 
declared void as an arbitrary and unjust exaction. As to the 
question of uniformity under the Constitution, the court simply 
reaffirmed its own previous decisions that the only uniformity 
required is geographical. The history of this provision in the 
Constitution lends no support to any other view, and, indeed, 
shows conclusively that the intention was to prevent inequality 
and discrimination between States, and not between individ- 
uals, Any tax which operates alike throughout the United 
States, without regard to where the subject-matter of taxation 
is found, is uniform, even though a much greater amount may 
be collected in one State than in another. As an indirect tax, 
therefore, the inheritance tax satisfied the only constitutional 
requirement. 
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The most interesting question presented by the case, at 
least for the economist, was whether the tax was to be deemed 
direct or indirect within the meaning of the Constitution. If 
direct, then clearly the law was unconstitutional, because the 
tax was not apportioned among the several States in pro- 
portion to population; and, as such apportionment would 
obviously be an impossibility, to declare the tax direct would 
in effect remove this subject of taxation from the power of the 
national government. 

The question whether an inheritance tax is direct within the 
meaning of the Constitution was not a new one in the Supreme 
Court. Such a tax on the succession to real property, as well 
as on the inheritance of personal property, was imposed during 
the Civil War; and its constitutionality had then been as- 
sailed on this ground. In Scholey v. Rew (23 Wall. 331) the 
Supreme Court held that a tax levied under that law on the 
succession to certain real property in the State of New York 
was valid, on the ground that the law imposed an excise duty, 
and not a direct tax. That decision would probably not 
have been questioned at the present time, except for the belief 
that in the Income Tax Cases of 1895 (157 U.S. 429; 158 
U. S. 601) the Supreme Court had changed its position on the 
question, and had at least thrown doubt on the decision in 
Scholey v. Rew. 

The Income Tax Cases arose out of the law passed in 1894 
assessing a tax on all incomes in excess of $4,000, including 
alike incomes from real and from personal property. When 
the cases were first heard, the court, consisting of eight mem- 
bers, held that the law, in its application to income derived 
from real estate, was in effect a levy upon the property and 
a direct tax within the meaning of the Constitution, and there- 
fore void because not apportioned among the several States. 
On the question whether, as applied to income derived from 
personal property, the law in like manner imposed a direct 
tax, the court was equally divided. Upon a rehearing before 
all the nine justices of the court the decision that a tax on in- 
come from real property was direct was reaffirmed, and the 
court held by a bare majority that the same was true as to in- 
come from personal property. 
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The principle laid down by the court in the Income Tax 
Cases did not require a decision that an inheritance tax was 
direct, nor did the reasoning of the court necessarily lead to 
such a result. It would not be useful to discuss here the 
much-mooted question of whether the conclusion reached by 
the court as to an income tax was sound or whether it was 
consistent with the previous decisions of the same tribunal. 
For the present purpose it is sufficient to point out that this 
conclusion was not decisive as to an inheritance tax. 

As an economic question, it will not probably be disputed 
that the income tax decision was sound, and it may be that as 
an economic question an inheritance tax must equally be 
deemed direct ; but it does not follow that the same reasoning 
which led the court to hold the one tax direct requires it to hold 
every tax direct which would be so deemed by economists. 

In the Income Tax Cases the court proceeded in substance 
upon the ground that the words “direct tax” in the Constitu- 
tion were not limited, as had been contended, to a land tax 
and a capitation tax, but were used in an ordinary sense to 
mark a distinction well understood and recognized when the 
Constitution was adopted, and that in this sense, as shown by 
the State systems of taxation then in force, all taxes on real 
or personal property and on the rents or income thereof were 
classed as direct. 

The distinction between a tax upon the corpus of property 
and a tax upon the income derived from the same property is 
one of form rather than of substance. The incidence of the 
tax is in each case the same, and the effect as to those objects 
covered by the constitutional provision in question is the 
same. The Court took the view, as appears from the opinion 
delivered by Chief Justice Fuller, that this provision of the 
Constitution was designed to guard against “the exercise 
by the general government of the power of directly taxing 
persons and property within any State through a majority 
made up from the other States.” It is plain that such power 
could be as effectively exercised by a tax on the income from 
property as by a tax on the property itself. Such an income 
tax, fraught with the danger against which the provision 
of the Constitution was directed, might well fall within the 
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constitutional prohibition and within the distinction recognized 
in State systems of taxation; while other taxes scientifically 
classified as direct, but not within the intended purview of the 
constitutional provision, would for the purposes of interpreting 
that instrument not be deemed direct. 

The question whether a particular tax is one the burden of 
which cannot be shifted by the person against whom it is 
levied is not decisive. An import duty upon articles designed 
for the owner’s personal use satisfies that test. In construing 
the provision of the Constitution, the court was not bound to 
follow the classification of taxes by economists, however well 
founded in reason, except so far as such classification agreed 
with the sense in which the words appeared to have been used 
in the Constitution. To determine that sense, not only the 
purpose of the provision, but the circumstances existing at the 
time of its adoption, were matters of controlling importance. 

An inheritance tax, while unquestionably direct, in the sense 
that the burden falls without recourse upon the person on 
whom it is assessed, has not been regarded by the courts as 
imposed on property. It is not, like a property tax, a levy by 
which a greater share of the burden of taxation may be delib- 
erately thrown upon the citizens of certain States. The fact 
that a greater amount may in practice be collected in one 
State than in another is no more significant from the stand- 
point of the Constitution than the fact that, under internal 
revenue laws requiring licenses for certain occupations, more 
may be collected in one State than in another. 

If it could be shown that an inheritance tax was from a 
legal point of view to be deemed imposed on the property 
passing by will or inheritance, it might be, difficult to uphold a 
distinction between such a tax and an income tax, notwith- 
standing the practical difference in their operation as regards 
the purpose of the constitutional provision. But in the Jn- 
heritance Tax Cases the court was able to show that in the 
courts of the United States, in the courts of the several States, 
and in the usages of foreign countries, such taxes had always 
been deemed to be assessed not upon the property eo nomine, 
but on account of the event or occasion of death, and the 
transmission of property in consequence. If the view is once 
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adopted that the tax is not upon the property itself, the anal- 
ogy of the income tax fails; and it becomes apparent that, 
while the incidence of the tax is direct, in that the burden can- 
not be shifted, it does not belong to the class of direct taxes 
against which the provision of the Constitution was aimed. 
From an economic standpoint it may be that the distinction 
relied upon is unsatisfactory ; but, in adopting that distinction, 
the Supreme Court cannot be deemed in any wise to have 
departed from its previous decisions, and the opinion of the 
court in the Inheritance Tax Cases makes it plain that no 


such departure was intended. 
Wut H. Dunsar. 
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TAXES ON DEPARTMENT STORES. 


The assessment of special taxes on department stores is one 
of the most recent and interesting instances of the resort to 
taxation as a means of protecting one form of trade against 
the competition of another. Within the last two years taxa- 
tion of this description has been adopted in Prussia and in 
Bavaria, and has received the sanction of at least one State 
legislature in the United States. 

The State legislature here referred to is that of Missouri, 
which in May, 1899, passed an act imposing a license tax on 
department stores in cities of 50,000 inhabitants or over. The 
act enumerated 73 classes of goods, and then combined these 
classes in 28 groups. Every person, firm, or corporation, em- 
ploying more than 15 persons and selling at retail in the 
same store or in connected stores or buildings, under a unit of 
management, goods belonging in more than one of these 
classes or groups, was by the terms of this act required to take 
out a license. The fee for the license was fixed at not less 
than $300 nor more than $500 for each class or group in addi- 
tion to the one which the applicant for the license designated 
as his principal line of goods. Within these limits the amount 
of the fee was left to be determined by the municipal officers 
to whom the execution of the law was intrusted. Apparently, 
too, the language of the act left it discretionary with these 
officers to apply the fee either to each one of the 73 classes or 
only to each one of the 28 groups enumerated in the act. 

This act was declared unconstitutional by the Supreme 
Court of the State. , 

Missouri is the only State in this country, so far as the 
writer is aware, which has undertaken to levy directly a tax 
upon department stores. But at least two other States, 
Indiana and Wisconsin, have passed laws which sanctioned 
the restriction of this form of retail trade through the volun- 
tary action of municipal governments. In Indiana the statute 
gave incorporated cities authority “to license, tax, and regu- 
late branch stores or establishments and department stores ” ; 
and the Wisconsin statute similarly gave authority “to license 
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and regulate” such establishments. Both of these acts were 
passed in 1897. 

An ordinance recently adopted by the common council of 
the city of Chicago may not inappropriately be mentioned as 
another instance of this class of legislation. For, while it im- 
posed no tax, it aimed to restrict the operations of department 
stores by prohibiting the sale of provisions or intoxicating 
liquors in any store where dry goods, clothing, jewelry, and 
drugs were sold. The courts refused to sustain the action of 
the common council, mainly on the ground that there was no 
State law conferring the authority to pass such an ordinance. 

In Germany, department stores are a more recent phenom- 
enon than in America. But their development in the last 
decade has been rapid, and at the present time they are found 
doing a large and prosperous business in all the principal 
cities. Their competition has naturally proved detrimental to 
the trade of the smaller stores, and has led to a vigorous agita- 
tion for protective measures. 

The question was discussed in the Prussian Landtag in 1896 ; 
and the government was petitioned to come to the rescue of 
the small tradesman by bringing in a bill imposing on depart- 
ment stores a special progressive tax, regulated partly by the 
variety of goods dealt in by the individual establishments and 
partly by the amount of aggregate sales. The government, 
however, took the position that this was more properly a 
matter for regulation by the communes, which already had it 
in their power under existing laws to impose heavier taxation 
on this form of retail trade. The Finance Minister issued a 
memorial to the communal governments, indicating the kind of 
local ordinance by which such special taxation might be intro- 
duced. But the communes showed little disposition to respond 
to the suggestion ; and the government, being again appealed to 
by the lower house of the Landtag, admitted that a resort to 
State taxation was imperative, and proposed a bill regulating 
the tax by the rental value of the place of business, the number 
of persons employed, and the number of different classes of 
goods offered for sale. This proposal, however, was not con- 
sidered sufficiently radical by those who represented the inter- 
ests of the smaller tradesmen, and seemed likely for that reason 




















‘ NOTES AND MEMORANDA 301 


to encounter considerable opposition in the Landtag. The 
program was accordingly modified, and a bill was introduced 
levying the tax on the aggregate sales. This bill, after under- 
going some revision in detail, was accepted by the Landtag, 
and became the Act of June 18, 1900. 

In this statute, merchandise is classified in four groups or 
classes, as follows: — 


(1) Groceries and colonial produce, food products and drinks, tobacco 
and manufactures thereof, smokers’ articles, apothecaries’ supplies, 


colors, drugs, and perfumery. 

(2) Yarn and twine, upholstery goods, mercery, drapery ; woven, knit, 
and embroidered goods ; underclothing of all kinds, bedding and furni- 
ture of all kinds, curtains, carpets, and all material used in interior 


household decoration. 
(3) Household, kitchen, and garden utensils and implements ; stoves, 
glassware, porcelain, earthen and stone ware, upholstered furniture and 


materials thereto pertaining. 

(4) Gold, silver, and other jewelry ; objects of art or luxury, bric-a- 
brac, articles of paper or papier-maché, books, and music, weapons, 
bicycles ; articles of sport, riding, driving, and hunting ; sewing ma- 
chines, toys ; optical, medical, scientific, or musical instruments and 


apparatus, 


Any store selling at retail goods found in more than one of 
these groups is subject to the special tax, provided the annual 
sales amount to more than 400,000 marks. The tax is regu- 
lated by a graduated scale, If the sales do not exceed 450,000 
marks, the tax is 4,000 marks; if they exceed 450,000 marks, 
but do not exceed 500,000, it is 5,500 marks; and so increases 
step by step as the sales reach larger amounts.* Computed 


*In detail, the rates with their equivalents in American money are as fol- 


lows: — 
e Annual Tax. 
Yearly Sales. Marks. 

400,000 to 450,000 marks ($95,000 to $107,100). . . . . . . ss 4,000 $952 
450,000 “ 500,000 ce Se re 5,500 1,309 
500,000 “ 550,000“ ($119,000 Pe 6 «6 6 + « « } 6 7,500 1,785 
550,000 ** 600,000 “ ($130,900 ** $142,800)... . . . es. 8,500 2,023 
600,000 “* 650,000 “* ($142,800 “ g154,700). . . . . . we a 9,500 2,261 
650,000 “ 700,000 ‘ ($154,700 “ $166,600)... . 2... es 10,500 2,499 
700,000 “* 750,000 ‘* ($166,600 “ $178,500)... 2... ws 11,509 2,739 
750,000 ** 800,000 ‘* ($178,500 “ 31907400) bore ee Oe aS 12,500 2,975 
800, - ,000 * ($190,400 ** $202,300) i a oo 13,500 3,213 
850,000 ** 900,000 ‘* ($202,300 “ $214,200). .....4..6 15,000 3,570 
900,000 “ 950,000 ‘ ($214,200 ‘* $226,100) . aa 16,500 4,327 
950,000 ** 1, 000,000 marks ($226,100 to $238, MN 5. Sia Se ze el ¥ 4,284 
1,000,000 tol ,100, 000 marks ($238,000 to $261 ,800) Sy 8a, ac mp cee 20,000 4,760 
1,100,000 “ 1, 200, 7000 ($261,800 to $285,600) . . . ... + 22,000 5,236 


And so on, for every additional 100,000 marks ($23,800) sold, 2,000 marks ($476) 
additional tax. 
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in percentage rates, the tax shows a gradual and limited pro- 
gression. It begins with a rate approximately equivalent to 1 
per cent. of the sales, and reaches 2 per cent. when they 
amount to 1,000,000 marks. Thereafter it regularly increases 
2,000 marks for every increase of 100,000 marks in the sales. 

While the tax is in the first instance assessed without any 
reference to the profits of the business, the statute requires a 
reduction in the assessment on appeal by the tax-payer, if the 
rate proves to be equivalent to more than 20 per cent. of 
the profits; but this reduction cannot be carried below one- 
half the regular rates, no matter how small the profits may be 
or even if there are no profits at all. This feature of the law, 
as might be surmised, is the result of a compromise. The 
government proposed the tax should never exceed 20 per cent. 
of the profits; while the committee to which the bill was 
referred in the lower house of the Landtag opposed any 
reduction in the regular rates, no matter what the profits 
might be. 

A special tax on department stores has also been introduced 
in Bavaria in the reconstruction of the system of direct taxes 
effected by the Act of June 9, 1899. Here, again, the tax is 
levied upon the aggregate sales. But the law merely pre- 
scribes the minimum and maximum limits to the rates. Within 
these limits the tax may be fixed at any amount which the dis- 
cretion of the officers of assessment may dictate. The lower 
limit is one-half per cent. of the sales, the upper 3 per cent. 
No definite minimum limit is prescribed as to the size of the 
concern on which this tax may be levied; and the nature of 
the business is defined only in general terms, the act declaring 
that this special tax shall be assessed upon industrial enter- 
prises which with a view to the profitable utilization of a 
large capital carry on business on an unusually large scale, and 
conduct it by methods and principles differing essentially 
from those followed by the industries to which the regular 
tariff of the business tax applies. The act then gives some in- 
stances of the kind of concerns on which the special tax should 
properly be levied; and the list includes department stores, 
bazaars, auction stores, and similar establishments carrying on 
business on a large scale and dealing in wares which from 
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their nature may properly be regarded as belonging to different 
categories or as being the manufactures of distinct branches 
of industry. Evidently, the range and severity of the tax in 
Bavaria will be determined to a considerable degree by the 
way in which the tax officials interpret and apply the law. 

Hardly any attempt has been made to disguise the motive 
of such taxation as this. The aim is not fiscal, but political 
and social, These measures have not been devised primarily 
with a view to securing a better adjustment of the burden of 
taxation to the ability of the tax-payer. On the contrary, 
they have been openly advocated and justified as a means of 
protecting one industrial class against the competition of 
another. Naturally, legislation of this character has given 
rise to much discussion and criticism. Naturally, it has been 
severely condemned by those whose interests are likely to be 
adversely affected by it; while to those who are its intended 
beneficiaries it has been welcomed as a step in the right direc- 
tion, unsatisfactory only because it does not go far enough. 
Meantime the views of disinterested critics vary according to 
their political philosophy and social affiliations. 

In the United States the courts seem disposed to regard 
taxation of this description as an infringement of the constitu- 
tional rights of the citizen. Reference has already been made 
to the decision of the Supreme Court of Missouri, declaring 
unconstitutional the law enacted by the legislature of that 
State. It is interesting to note the grounds on which that 
decision was based. The act contained certain ambiguities 
and incidental features which the court regarded as unconsti- 
tutional; but these need not be considered in this connection. 
On the main question the court decided that any attempt to 
levy 2 special tax on department stores was unjustifiable class 
legislation, and violated those clauses of the State constitution 
which affirm that “all persons have a natural right to life, 
liberty, and the enjoyment of the gains of their own industry,” 
and that “no person shall be deprived of life, liberty, or prop- 
erty, without due process of law.” It was the opinion of the 
court that these constitutional rights included in their compre- 
hensive scope “ the right to buy and sell as others may, and to 
pursue such honest calling, vocation, or business as the citizen 
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may choose, subject only to such restraints or the imposition of 
such burdens as may be required for the general good”; and 
that “* due process of law’ is denied when any particular 
person of a class or of the community is singled out for the 
imposition of restraints or burdens not imposed upon or to be 
borne by all of the class or of the community at large, unless 
the imposition or restraint be based upon existing distinctions 
that differentiate the particular individuals of the class to be 
affected from the body of the community.” Whether this 
was the case or not was regarded as an appropriate question 
for judicial consideration ; and the court accordingly felt called 
upon to pass judgment on the classification created by the act 
in question. The court held that this classification was wholly 
without reason or necessity, and said in regard to it: — 


It is so arbitrary and unreasonable as to defy suggestion to the con- 
trary. The simple statement of its creation is a most fatal blow to its 
continued existence. It is truly ‘‘ classification run wild.’’ It is special 
legislation unrestrained. To have made the act apply to all merchants 
of a given avoirdupois, or to those employing clerks of a designated 
stature, or to those doing business in buildings of a special architectural 
design, would have been as natural and as reasonable a classification for 
the purpose in view as the classification made by this act. 


J. A. Hitt, 
Crnsus OFFICE, WASHINGTON. 














ee 





RECENT PUBLICATIONS UPON ECONOMICS. 


Chiefly published or announced since November, 1900. 


An asterisk prefixed to a title indicates a second and more detailed notice of a book 
announced in a previous number. 


I. GENERAL WORKS, THEORY AND ITS HISTORY. 


BLACKMAR (F. W.). Economics. 
Topeka, Kan.: Crane & Co. 12mo. 
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by the author’s son, is not a biog- 

‘raphy, but a statement of Le 
Play’s doctrines and methods.] 

Demutu (Dr. F.). Ein Beitrag zur 
Geschichte der Nationalokonomie 
im 19 Jahrhundert. Jena: G. 
Fischer. 1900. 8vo. pp. 68. 
1.80 m. 
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elles. 8vo. pp. 315. 7.50 fr. 
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Ein Beitrag zur socialen Ge- 
schichte der Gegenwart. Jena: 
G. Fischer. 1900. 8vo. pp. 831. 
18 m. 

[A learned and elaborate book, 
with conclusions directed against 
the Marxian pessimist views as to 
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Bogart (Ernest L.). The Machin- 
ists’ Strike, 1900. Yale Rev., Nov. 
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the strike. | 

BurkKE (T.). The Street-trading 
Children of Liverpool. Contem- 
porary, Nov. [An account of cer- 
tain experiments of the Liverpool 
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of War and of Industry. Nine- 
teenth Century, Nov. [Shows, as 
against recent exaggerated state- 
ments to the contrary, that the 
English Reservists, leaving their 
employments for the South Afri- 
can campaign, multiplied their 
daily risks of injury by more than 
five times.] 

MacnAMARA (T. J.). Three Years’ 
Progressivism at the London 
School Board. Fortnightly, Nov. 
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the questions of out-of-school 
child Teer, and of the school at- 
tendance of underfed children. | 
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Dept. of Labor, Nov. [Account of 
clubs, libraries, and the like, 
chiefly established by employers 
for workmen in the United 
States. ] 

Seirnac (L. de). La_verrerie 
d’Albi. Musée Social Bulletin, 
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begun in a collectivist spirit, has 
turned into the paths of co-opera- 


tion.] 
VirtvE (G. O.). The Anthracite 
Miners’ Strike of 1900. Journ. 
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conditions leading to the strike 
and the terms of settlement, 
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pp. 426. 
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Waffengiinge fiir freie Wissen- 
schaft im Sozialismus. ] 

CoRNELLISSEN (C.). En marché 


vers la société nouvelle. Paris: 
Stock. 1900. 18mo. pp. 321. 
3.50 fr. 


[A bitter denunciation of the 
capitalistic régime. ] 

ErsNneEr (K.). Wilhelm Liebknecht, 
sein Leben und Wirken. Berlin: 
Buchhandlung Vorwiirts. 1900. 
8vo. pp. 64. 1m. 

[A biography of the late leader 
by a disciple, with portrait and 


illustrations. ] 
GIULIANI (G.). La borghesia ed il 


popolo in questa fine del secolo: 
saggio di sociologia contempo- 


ranea intorno agli ultimi moti 
d’ Italia del 1898, alle loro cagioni, 
fini, e rimedi. Trani: V. Vecchi. 
1900. 8vo. 419. 4 fr. 

[With chapters on I due social- 
ismi, socialismo etico-organico, 
and the like. ] 

Srmonson (G.). 
tion of Socialism. 
Swan Sonnenschein & Co. 
pp. 168. 2s. 6d. 

VANDERVELDE (E.). Le collectiv- 
isme et l’évolution industrielle. 
Paris: Société nouvelle de librairie. 
1900. pp. 288. 16mo. 1.50 fr. 

[The author is professor at the 
new University of Brussels; the 
point of view that of a Marxian 
socialist. ] 


Plain Examina- 
London: 1900. 
8vo. 


In Periodicals. 


BourpEAvu (M. J.). Le congrés 
socialiste international. Le social- 
isme bourgeois. Rev. des Deux 
Mondes, Dec. 1. [An interesting 
study of the various kinds of 
socialists represented at the con- 

ess, and of the matters there 
iscussed. ] 

















Mitu (U. R.). New Lands: Their 
Resources and Prospective Advan- 
a With ten maps. London: 
G ; Philadelphia: Lippincott. 
1900. 8vo. Pp. 292. ‘ 

RuHLAND (Prof. G.). Die inter- 
nationale landwirtschaftliche Kon- 
kurrenz. [Ein  kapitalistisches 
Problem in besonderer Bezug- 
nahme auf die drohende anato- 
lisch-mesopotamische Konkurrenz. 
Berlin: E. Hofmann. 1900. 8vo. 
pp. 61. 1.25 m. 

VANDERVELDE (E.). La propriété 

fonciére en Belgique. aris: 

Schleicher. 1900. 8vo. pp. 335. 


10 fr. 
[The drift of the book, largely 
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IV. LAND. 





made up of papers already pub- 

lished in periodicals, is that con- 

centration of ownership is taking 

Bieta’) such as Marx’s school pre- 
cts. 


In Periodicals. 


AnTON (G. K.). Neuere Agrarpo- 
litik in Algerien und Tunesien. 
Jahrb. f. Gesetzg., 24, Heft 4. [A 
concluding article is to follow. ] 

GRUNBERG (Karl). Studien zur 
ésterreichischen Agrargeschichte 
und Agrarpolitik. III. Die Un- 
freiheitsverhaltnisse und ihre Be- 
seitigung in der Bukowina. Jahrb. 
f. Gesetzg., 24, Heft 4. 


V. POPULATION, EMIGRATION, AND COLONIES. 


Mourgey (C.) and Brunet (L.). 
L’année coloniale, 1 année, 
1899. Paris: Tallandier. 1900. 
8vo. pp. 418. 

[The first volume of an annual, 
giving information on French col- 
onies; partly statistics, partly 
essays on selected topics. A bibli- 
ography for the year is added. 

. Mourey is an official in the 
ministry for colonies. ] 

OPPENHEIMER (Dr. Frz.). Das 
Bevélkerungsgesetz des T. R. Mal- 
thus und der neueren Nationaléko- 
nomie. Darstellung und Kritik. 
Berlin: Akadem. Verlag f. sociale 
Wissenschaften. 1900. 8vo. pp. 
175. 4m. 

[Concludes that the principle, as 
stated by Malthus, is not logically 
tenable; and that pessimistic fore- 
bodings as to the possible future 
are not warranted. ] 


In Periodicals. 


Crosson (C. C.). The Real Oppor- 
tunity of the So-called Anglo- 
Saxon Race. Journ. Polit. Econ., 
Dec. |The Temperate Zone should 

be kept for the North Europeans, 





the expansion of the Japanese and 
South Europeans should be di- 
verted to the semi-tropical, and 
that of the Chinese to the tropical 
regions. | 

HALL (Prescott F.) New Problems 
of Immigration. Forum, Jan. 
[With the return of prosperity has 
come an increase in the number 
of immigrants and a deterioration 
in quality. ] 

PRINZING (Fr.). Die Kinderster- 
blichkeit in Stadt und Land. 
Jahrb. f. Nat. Oek., 20, Heft 5. 
[No general answer is assured; 
but over a large part of Europe 
the chances of death are being 
diminished much more rapidly in 
the cities than in country dis- 
tricts.] 

RuBrn (M.). Population and Birth- 
rate. Illustrated from Historical 
Statistics. Journ. Roy. Statist. 
Soc., Dec. [Chiefly a comparison 
of modern conditions with those 
of Copenhagen and Denmark in 
the eighteenth century, as _ re- 
corded in documentary material; 
showing a decline in birth-rate, 
and still greater decline in death- 
rate. | 
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VI. TRANSPORTATION AND EXCHANGE. 


CuicaGo STREET RAILWAY Com- 
MISSION. Report of the Street 
Fain | Commission to the City 
Council of wy: Chicago: 
— by the City. 8vo. pp. 


[The Commission, appointed in 
December, 1899, made its report in 
December, 1900, recommending 
unification of management, permis- 
sive municipal ownership, control 
of capitalization, and the like. 
The document is prepared with 
skill and ability. ] 

Eckert (Chr.). Die Rheinschif- 
fahrt im X1X. Jahrhundert. Leip- 


an 


4 zig: Duncker & Humblot. 1900. 
j 8vo. pp. 469. 10.60 m. 
4 [In Schmoller’s Forschungen. 


Largely on the history of legisla- 
tion through the century, but with 
chapters on the methods of trans- 
portation and the development of 


traffic.] 
; H6itTzeEL (Dr. M.). Das Wagen- 
; iibereinkommen des Vereins 


deutscher Eisenbahnverwaltungen 
und seine wirtschaftliche Bedeut- 
ung. Berlin: Springer. 1900. 
8vo. pp. 161, 5 tables. 2m. 
NEwcoms (H. 3). The Postal Def- 
icit,. An Examination of Some of 
. the Legislative and Administra- 
y tive Aspects of a Great State In- 
dustry. Washington: William 
Ballantyne & Co. 1900. 12mo. 
pp. 158. $1.00. 

[Chiefly on railway mail pay, 
which is believed to be not exces- 
sive. An extended review of the 
report of H. C. Adams leads to 

4 dissent with its conclusions. } 


VIL. 


Weltwirthschaft 
Dresden: 
1900. 8vo, 


' DreTzEL (K.). 


H und Volkswirthschaft. 
, Jahn & Jaensch. 
_ pp. 120. 4m. 

[An address, enlarged for publi- 
cation, on production as_ influ- 
enced by international trade, the 
drift being against added protec- 


pe tn 


Pate essreeratsorns 





Ravuscu (E.). Franzésische Han- 
delspolitik vom Frankfurter Frie- 
den bis zur Tarifreform von 1882, 
dargestellt auf Grund der parla- 
mentarischen Annalen. Leipzig: 
Duncker & Humblot. 1900. 8vo. 
pp. 220. 4.80 m. 

[In Schmoller’s Forschungen. ] 

SALERON (A. F. V.). Le rachat 
des chemins de fer et leur exploi- 
tation par l'état. Paris: Rous- 
seau. 8vo. pp. 156. 

VreREIN FUR SOZIAL - POLITIE. 
Eisenbahntarife und Wasser- 
frachten. Studien zur Frage der 
Gebiihrenerhebung auf Binnen- 


wasserstrassen. Herausg. von 
W. Lotz. Leipzig: Duncker & 
Humblot. 1900. 8vo. pp. 506. 
12 m. 


[Band 89 of Schriften des Ver- 
eins; the editor contributes an in- 
troduction. Traffic and rates on 

ain and flour are the main sub- 
jects; there being five papers by 
various writers on these topics, as 
to Bavaria, Posen, Russia, the 
Upper Rhine, and South Ger- 
many. | 


In Periodicals. 


Newcoms (H. T.). Observations 
concerning the Theory of Railway 
Charges. Yale Rev., Nov. [On 
the competition of localities, the 
railway and its shippers being 
‘*partners’’ in reaching a given 
market; with application of the 
principle to economic theory and 
to the theory of railway rates. ] 


INTERNATIONAL TRADE AND CUSTOMS LAWS. 


tion for agriculture as demanded 
by the agrarians. ] 

Hucke (J.). Die Handels-Bilanz. 
Vier national-dkonomische Ab- 


handlungen. Berlin: Mitscher & 
Rostell. 1900. 8vo. pp. 334. 
5 


m. 
[Contents: Die Handelsbilanz 
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(1) als Taushbilanz, (2) als Kauf- 
und Verkaufbilanz (international 
die Obliegenheit des 

; die Valuta; der Zettel- 
bankapparat. ] 

TIscHERT (Dr. G.). Zollpolitische 
Interessenkimpfe. Berlin: Gut- 
tentag. 1900. 8vo. pp.168. 3m. 

[Im Schriften der Centralstelle 
f. Vorbereitung v. Handelsver- 


len : 
Weehtels 


-] 

VEREIN Fir Soziau- Pouirie. 

Beitrige zur neuesten Handels- 

litik Deutschlands. Band I. 

i : Duncker & Humblot. 
1900. 8vo. pp. 337. 7.60 m. 

[Preface by G. Schmoller. Con- 

tents: 1. G. M. Fisk, Handelspolitik 

der Vereinigten Staaten in 1890- 

1900; 2. J. Conrad, Landwirth- 

—— Zélle by kinftigen 
andelsvertrigen; 3. E. Francke, 
Zollpolitische Einigungsbestre- 
—— in Mitteleuropa; 4. S. 
Ballod, Deutschrussische Handels- 
beziehungen. ] 

VossBErG-REKOw (Dr.). Die Han- 
elsvertrige des Jahres 1908. 
Berlin: Guttentag. 1900. 8vo. 
pp. 135. 2.50 m. 
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[In Schriften der Centralstelle f. 
Vorbereitung von Handelsver- 


trigen. | 


In Periodicals. 


Davipson (J.). The Canadian Pref- 
erential Tariff. Econ. Journ., Dec. 
[Seeks to prove statistically that 
the preference has not increased 
trade with Britain, but has 
checked a decline. ] 

Frux(A. W.). Price Movements in 
the Foreign Trade of France. 
Journ. Roy. Statist. Soc., Sept. 

McVey (F. L.). Shipping Subsi- 
dies. Journ. Polit. Econ., Dec. 
[Reviews the causes of the decline 
in American shipping since the 
Civil War, of the growth of the 
English and German merchant 
marine, and of the failure of the 
French; concluding that the pro- 
posed subsidy bill shows a short- 
sighted view of a great problem. ] 

TayLor (B.). The Struggle for In- 
dustrial Supremacy. Fortnightly, 
Oct. [Criticises the pessimism of 
English consular reports. } 


VII. MONEY, BANKING, CREDIT, AND PRICES. 


*Bonn (M. J.). Die Vorginge am 
Edelmetallmarkt in den Jahren 
1870-73. Stuttgart: Cotta. 1900. 
8vo. PR 128. 3m. 

[In Miinchener volksw. Stu- 
dien. This detailed examination 
of the period leads the author 
to the conclusion that the German 
sales and the French suspension 
of co’ had little direct effect 
in caus the first fall in the 
price of silver. ] 

(C. J.). Essays on the 
Monetary History of the United 
States. New York: Macmillan. 
1900. 12mo. 292. $1.25. 


Pp. 

In the Citizen’s Library. Part 
I. is on Three Centuries of Cheap 
Money in the United States, from 
Wampum to Legal Tenders; the 
thesis being that newly settled 
regions persistently desire cheap 
money. Parts II. and III. contain 





more minute investigation of Paper 
Currency in North Carolina and 
New Hampshire in the eighteenth 
century. | 
KatKMANN (Dr. Ph.). Untersuch- 
ungen iiber das Geldwesen der 
Schweiz und die Ursachen des 
hohen Standes der auswirtigen 
Wechselkurse. St. Gallen: Fehr. 
1900. 4to. pp. 187 and diagrams. 
3.60 m. 
| Reprinted from the Annual Re- 
port of the merchants’ Direktorium 
of St. Gallen.] 
LANDMANN (Dr. Jul.). 
Diskontpolitik. Kiel: 
scher. 1900. 


3.50 m. 
PrRaGER (Dr. M.). Die Wahr- 
u. Bankreform in den Ver- 


System der 


psius & 
8vo. pp. 


gten Staaten v. Amerika. 
ees Duncker & Humblot. 
1900. 8vo. pp. 151. 3m. 
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Schriften des Vereins zum 
Schutz des deutschen Goldwihr- 


ung. 
Roprnson (P. A.). Coin, Currency 


and Commerce. Washington: 
The Neale Co. 1900. 8vo. pp. 
278. $1.25. 


[Announced as ‘‘an honest and 
me os study of the science 
...from the standpoint of the 
average thinking citizen.”’] 

ScHNOPPER (Dr. Ed.). Zur Ent- 
wickelung des englischen ‘cn 4 


tenbankwesens. Ziirich: 
Miller. 1900. 8vo. pp. 81. 
2 


m. 

{In Herkner’s Ziiricher volks- 
wirtschaftliche Studien. ] 

TowneE (E. C.). The a of 
Money: A Science Handbook of 
Money. New York: G. W. Dil- 
— Co. 1900. 12mo. pp. 


TUGAN-BARANOWSKY (Dr. Mich. 
v.). Studien zur Theorie u. 
Geschichte der Handelskrisen in 
England. Jena: G. Fischer. 
1900. 8vo. pp. 433 and diagrams. 


8 m. 

WEBER (Dr. Adf.). Die Geldqual- 
itét der Banknote. Eine juristisch- 
socialékonomische Untersuchung. 
Leipzig: Duncker & Humblot. 
1900. 8vo. pp. 96. 2m. 


In Periodicals. 


AVENEL (le Vicomte G. de). Lemé- 
canisme de la vie moderne. Le 
prét populaire, monts-de-piété, 
bons crespins, crédit mutuel. 
Rev. des Deux Mondes, 1 Jan., 
1901. 

Bacon Nathaniel (T.). American 
International Indebtedness. Yale 
Rev., Nov. [Investigates the for- 
eign debt of the United States to 
investors in Europe; the net bal- 


ance being estimated at $2,830,000,- 
000.] . 
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Commons (J. R.). Wholesale Prices 
by Monthly and Quarterly Aver- 
s, 1896 to 1900, and 1878 to 
1882. Bulletin Bur. of Econ. Re- 
search, Oct. [A skilful analysis 
and comparison, with charts and 
statistical tables.] 

Conant (Chas. A.). The Distribu- 
tion of Money. Journ. Polit. 
Econ., Dec. [An application of 
the law of marginal utility to the 
territorial distribution of money. ] 

DrenBy (Chas.). The Chinese Sys- 
tem of Banking. Forum, Dec. 
[Briefly descriptive. ] 

Essars (Pierre des). 
primitives de I’Italie. 
Econ., Dec., 1900. 

JASTROW (J.). Der stiidtische An- 
leihemarkt und seine Organisa- 
tion in Deutschland. Jahrb. f. 
Nat. Oek., 20, Heft 3. [Discusses 
the problem of enlarging the mar- 
ket for municipal securities, and 
gives some interesting side-lights 
on banking in Germany. 

MEADE (E.S.). Financial Aspects 
of the Trust Problem. Annals 
Amer. Acad. Pol. and Soc. Sci., 
Nov. [The rise of great combina- 
tions ascribed in part to the steady 
demand for investment securities, 
no longer met by railway building. 
Promoters’ operations, trust secu- 
rities, financial outlook, and the 
like are considered. | 

REEVES (W. P.). Colonial Govern- 
ments as Money-lenders. Na- 
tional Rev., Dec. [An account of 
the ‘‘ Advances Acts” of New 
Zealand, West Australia, South 
Australia, and Victoria. ] 

ScHMOLLER (G.). Ueber die Aus- 
bildung einer richtigen Scheide- 
miinzpolijik vom 14 bis 19 Jahr- 


Les banques 
Journ. des 


hundert. Jahrb. f. Gesetzg., 24, 
Heft 4. 
UNsIGNED. The Monetary Condi- 


tion of India. Econ. Journ., Dec. 




















Brewoop (G.). Les impots géné- 
— dans les Pays-Bas autrichiens. 
tude historique de législation 
financitre. Brussels: Castaigne. 
1900. S8vo. pp. 381. 6 fr. 


CasarReETro (P. F.). Finanza e 
avvenire. n: Roux e Via- 
pp. 127. 


=. 1900. 8vo. 
[Articles reprinted from La Ri- 
forma Sociale on: 1. Le conse- 

enze di trent’ anni d’ errori; 2. 

er un articolo del senatore Pri- 
merano; 3. I nostri armamenti in 
rapporto alla finanza; 4. I remedi 
necessari 


DrenxorF (Dr. I. K.). Die Steuer- 
verhiltnisse Bulgariens. Jena: 
Fischer. 1900. S8vo. pp. 156. 


3 m. 

[In Conrad’s Staatswissenschaft- 

liche Studien. ] 
Jupson (F. N.). A Treatise on the 
Law and Practice of Taxation in 
Missouri. Columbia, Mo.: E. W. 
—— 8vo. pp. 358. 

[Part I., Historical, on the sev- 
eral Constitutions of Missouri and 
their Interpretation; Part II., on 
Taxation in 1900. The book is 
addressed to lawyers as well as to 
laymen, and constitutional and 
statutory questions are discussed 
in detail; but there is full and 
valuable information on the actual 
working of the tax system. ] 
PuHILLIPs (J. B.). Methods of Keep- 
ing the Public Money in the 
United States. Ann Arbor: Pub- 
lic. of Mich. Polit. Sci. Assoc. 
8vo. pp. 167. $1.00. 

[Covers carefully the period 
from 1789 to the present,— banks 
of the United States, State banks, 
treasury system, with a brief con- 
cluding chapter. ] 

PLEBANO (A.). Storia della finanza 
italiana dalla costituzione del 
nuovo regno alla fine del secolo 
XIX. Vol. II. Turin: Roux e 


oem 1900. 8vo. pp. 512. 


[This volume covers the years 
1878-88. Vol. I. was —- in 
1899. A third conclu 


ing volume 
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IX. FINANCE AND TAXATION. 


THION DE LA CHANNE (R.). 


MOoNTEMARTINI (G.). 


ScHanz (G.). 





SELIGMAN (E. R. A.). 


THRAN (W.). 





is to follow. The book is clear, 
impartial, complete. ] 

L’ac- 
croissement des budgets d’état 
au XIX® siécle. Causes et re- 


médes. Paris: Pedone. 1900. 
8vo. 5 fr. 
In Periodicals. 
Ep@ewortH (F. Y.). The Inci- 
dence of Urban Rates, III. Econ. 


Journ., Dec. [The conclusion of 
an elaborate examination of cer- 
tain proposals for the further tax- 
ation of urban landlords in Eng- 
land.] 
Le basi fon- 
damentali di una scienza finan- 
ziaria pura. Giorn. degli Econ., 
Dec. [The fundamental principle 
is that every political organization 
is an economic undertaking (im- 
presa), a principle serving to cor- 
rect that of collective wants. ] 
Die Frage der Steu- 
erreform in Bayern. Finanz- 
Archiv, 17, Band 2. [Further re- 
form needed, notwithstanding the 
legislation of 1899; a general in- 
come tax, with inheritance and 
property taxes in addition, being 
recommended. ] 
Das bayrische Ertrags- 
steuersystem und seine Entwick- 
elung. Finanz-Archiv, 17, Band 
2. [A detailed description and 
historical account, occupying 200 
ges. The text of the three 
avarian acts of 1899 is also 
given.] 
Recent Dis- 
cussion of Tax Reform. Pol. Sci. 
Quarterly, Dec. [A critical exam- 
ination of recent books and official 
reports. } 
Zur Entwickelung 
des ‘‘Etats fiir die Verwaltung 
des deutschen Reichsheeres ’’ mit 
besonderer Beriicksichtigung auf 
die Etatstechnik. Annalen des 
Deutsch. Reichs, 1900, No. 12. 
(Concluding instalment. ] 
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X. HISTORY, BIOGRAPHY, AND DESCRIPTION. 


BarTets (A.). Der Bauer in der 
deutschen Vergangenheit. Leip- 
zig: Diederich. 1900. 8vo. pp. 
143. 4m. 

[In the series Monographien zur 
deutschen Kulturgeschichte, with 
168 illustrations from originals of 
the 15th to 18th century. Useful, 
though dwelling too much on de- 
tails of costume and the like.] 

BoIssoNADE (P.). Essai sur l’organ- 
ization du travail en Poitou de- 
puis le XI™ sjécle jusqu’a la Ré- 
volution. Paris: Champion. 1900. 
2 vols. 8vo. pp. 523 and 590. 

[An important contribution to 
the history of French industry and 
commerce. 

Breysig (K.). Culturgeschichte 
der Neuzeit. Vergleichende Ent- 
eee oe der fiihren- 
den Volker Europas. Berlin: 
Bondi. 1900. 

[History from the sociological 
point of view; showing the all- 

rvading interplay of two human 
nstincts, one individualistic, the 
other collectivistic. Only part of 
the book is given to social and 
economic phenomena. Vol. L., 
introductory, sets forth the au- 
thor’s philosophy of history; Vol. 
II. treats Greece and Rome, Other 
volumes are to follow.] 

Byrn (E. W.). The Progress of In- 
vention in the Nineteenth Century. 
New York: Munn & Co. 1900. 
8vo. pp. 480, illustrated. $3. 

[Profusely illustrated, and cover- 
ing a very wide range: electric in- 
ventions, steam navigation, rail- 
ways, reapers, bicycles, chemical 
and optical advances, metal and 
wood working, and the like. The 
author is on the staff of the Scien- 
tific American. ] 

CHANNER (C. C.) and ROBERTS 

- E.).  Lace-making in the 

idlands, Past and Present. Lon- 
don: 1900. Methuen. Crown 8vo, 

_ pp. 86. 2s. 6d. 

CHENEY (E. P.). Introduction to 
the Social and Political History of 
England. New York: Macmillan 
Co. 1901. 

[Announced.] 





Escarp (F.). Le fermier normand 
de Jersey, d’aprés les renseigne- 
ments recueillis sur les lieux de 
1882 21896. Paris: Société d’éco- 
nomie sociale. 1900. 8vo. 

[One of the series Ouvriers des 
deux Mondes being published by 
the Société d’économie sociale. ] 

Faenizz (G.). Documents relatifs 
& Vhistoire de l'industrie et du 
commerce en France. Tome II. 
XIVe et XV® siécles. Paris: 
Picard. 1900. 8vo. pp. 345. 10 fr. 

The first volume, published in 
1899, covered the period from the 
first to the fourteenth century. ] 

Fuxupa (Dr. Tokuzo). Die gesell- 
schaftliche und _ wirtschaftliche 
Entwickelung in Japan. Stutt- 
ge: P - 1900. S8vo. pp. 


; m. 

In Miinchener volkswirtschaft- 
liche Studien. A survey covering 
the period to 1867; i.e., to the 
close of the old régime. ] 

Gurraup (P.). La main-d’ceuvre 
industrielle dans l’ancienne Gréce. 
a a 1900. 8vo. pp. 217. 

r. 

[A study of the history and or- 
ganization of industry and of the 
condition of the laborers in ancient 
Greece. ] 

Jackson (F. N.). History of Hand- 
made Lace. London: Gill. 1900. 
8vo. pp. 258. 

[The growth of the chief lace 
centres; modes of manufacture. ] 
Kerru (Hannah L.). An Historical 
Sketch of Internal Improvements 
in Michigan, 1836-46. Ann Arbor: 
Public. of Mich. Polit. Sci. Assoc. 

8vo. pp. 48. 50 cenis. 

[A good narrative of this epi- 
sode in the era of internal im- 
provements. ] 

Kova.evsky (W. de). La Russie 
a la fin du XIX™e siécle. Paris: 
Guillaumin. 1900. 8vo. 5 fr. 

Luioyp (H. D.). Newest England: 
Notes of a Democratic Traveller 
in New Zealand, with some Aus- 
tralian Comparisons. New York: 
Doubleday, Page & Co. 1900. 
8vo. pp. 387, illustrated. $2.50. 

[A highly eulogistic account of 
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the social legislation of New Zea- 
land,— life insurance, railways, 
taxation, government advances to 
settlers, compulsory arbitration, 


and the like. 
Lorin (H.). L’Afrique & l’entrée 
Paris: Chal- 
lamel. 1900. 18mo. 


du vingtiéme siécle. 

[A political and economic study, 
based on the geography of the 
problem. The author is professor 
ef colonial geography at Bor- 


deaux. | 

May (R. E.). Die Wirtschaft in 
Vi eit, mwart, und 
Zukunft, mit 130 Tabellen und 


vergleichenden Uebersichten. Zur 
Jahrhundertwende. Berlin: Akad. 
Verlag f. sociale Wissenschaften. 
1900. 8vo. pp. 743. 10m. 

Nasu (V.). The Great Famine and 
its Causes. London: Longman. 
1900. 8vo. pp. 272. 6s. 

[The result of a recent visit to 
India by a well-known London 
journalist, a competent observer. | 

.)» England under 
Somerset. London: 
Kegan Paul. 1900. S8vo. pp. 
374. 


[Contains a chapter on the en- 
closures of the sixteeth century.] 
Pricer (L. L.). A Short History of 
Commerce and Industry. Lon- 
don: E. Arnold. 1900. 8vo. pp. 

252. 3s. 6d. 

[A sketch of English economic 
history only, with an openin 
chapter on ‘‘The Objects an 

culties of Economic ee 
and a closing chapter on ‘‘The 
Rise and Progress of Economic 
Science.”’] 

RocuHELEAuv (W. F.). Great Amer- 
ican Industries. Vol. III., Manu- 
factures. Chicago: A. Flanagan. 
1900. 12mo. Pp. 236. 

[Books in a Home and School 
Series, giving simple descriptions 
of sy aggre see agen pe useful 
for high ools and grammar 
schools. Vol. I., Minerals, ap- 
peared in 1896; Vol. II., Products 
of the Soil, in 1898.] 

ScHutTE (Prof. Dr. Aloys). Ge- 
schichte des mittelalterlichen 
Handels und Verkehrs zwischen 

Westdeutschland und Italien mit 

Ausschiuss v. Venedig. Leipzig: 
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Duncker & Humblot. 8vo. 2 

vols.; 2 colored maps. 30 m. 
[Vol. I., Darstellung (774 pp.); 

Vol. II., Urkunden (358 maps). 
Published by the Historical Com- 
mission of Baden. ] 

Srouze (W.). Zur Vorgeschichte 
des Bauernkrieges. Studien zur 
Verfassungs- und Wirtschafts- 

hichte, vornehmlich  Siid- 
eutschlands im ausgehenden 
Mittelalter. Leipzig: Duncker & 
Humblot. 1900. 8vo. pp. 66. 


.40 m. 

(In Schmoller’s Forschungen. } 

THtRY *Europe écono- 
mique et financiére pendant le 
dernier quart de siécle. Paris: 
L’Economiste Européen.  4to. 
pp. 344. 10 fr. 

[Published as a supplement to 
this periodical for the Paris Expo- 
sition of 1900. 

TRILLOT (J. A.). L’industrie chi- 
mique en Allemagne: organiza- 
tion économique, scientifique, et 
commerciale. Paris: Bailliéres. 
1900. 12mo. pp. 490. 

[Only a small part of the work 

is essentially technical. | 

WEISSENBORN (Dr. B.). Die Elb- 
zolle und Elbstapelplaitze im Mit- 
telalter. Halle: & s Kaemmerer. 
1900. S8vo. pp. 253. 3.60 m. 


In Periodicals. 


BELow (G. v.). Ueber Theorien der 
wirtschaftlichen Entwickelung der 
Volker, mit besonderer Riick- 
sicht auf die Stadtwirtschaft des 
deutschen Mittelalters. Hist. 
Zeitsch., 86, Heft 1. [A 
learned and acute criticism.] 

Feie (Dr. Joh.). Deutschlands ge- 
werbliche Entwickelung seit dem 
Jahre 1882. Zeitschr. Ges. 
Staatsw., 56, Heft 4. 

JONES (E. D.). The Economic Life 
of France. Pop. Sci. Monthly, 
Jan. [A 0 of ba economic 
geography and manufacturing in- 
terests of France. } 4 

JORDAN-ROZWADOWSKI (Jan v.). 
Die Bauern des 18 Jahrhunderts 
und ihre Herren im Lichte der 
neuesten deutschen Forschungen. 
Jahrb. f. Nat. Oek., Heft 3 and 4. 

[Throughout that portion of Eu- 























rope that lies to the east of 
the Elbe, Gutsunterthinigkeit 
tended to become ‘‘persdnliche 
Sklaverei,”’ through the develop- 
ment of the practice of selling the 
‘servi’? without selling the land.] 

Lz1euTon (S.). The History of a 
Small Estate in Wales. National 
Rev., Nov. [The fortunes of a 
property of 1,500 acres during two 
centuries. ] 

OakKEsHOTT (G.). Women in the 
Cigar Trade in London. Econ. 
Journ., Dec. [Results of a recent 
inquiry by the Women’s Indus- 
trial Council.] 
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STRESEMANN (Gustav). Die War 
enhiuser. Ihre Entstehung, Ent- 
Le gm und_ volkswirtschaft- 
liche Bedeutung. Zeitschr. Ges. 
Staatsw., 56, Heft 4. 

WERGELAND (Agnes M.). Slavery 
in Germanic Society during the 
Middle Ages. Journ. Polit. Econ. 
a. excerpts from laws, to 
show that slavery then existed in 
extreme form. | 

Wiis (C., ed.). The Ordinances 
of the Gild of Barber-surgeons of 
Norwich [of 1561 and 1684]. An- 
tiquary, Sept. and Oct. 


XI. STATISTICS. 


Elements of Sta- 
tistics. London: P. S. King. 
1900. 8vo. pp. 420. 10s. 6d. 

[A text-book on methods and 
principles. Part I. considers scope 
and method, tabulation, averages, 
graphic methods, index numbers, 
and the like; Part II. is on mod- 
ern mathematical statistics,— the 
theory of probability in its applica- 
tion to statistics.] 

France. Album de Statistique 
Graphique, 1897-99. Paris: Min- 
istére des travaux publics. 1900. 
4to. 23 plates. 10 fr. 

[Charts illustrating growth of 
commerce in France. ] 

Statistique des gréves et 

des recours a la conciliation et a 

Varbitrage survenus pendant l’an- 

née 1899 (Ministére du commerce, 

Direction du travail). Paris: Im- 

primerie nationale. 1900. 8vo. 


Bow ey (A. L.). 





pp. 632. 
[This tenth annual report gives 
a statistical recapitulation of the 
history of strikes in France during 
the decade. ] 
MuckeE (Prof. J. L. R.). Das his- 
torische Princip der Statistik ge- 
miiber Georg v. Mayr’s Begriff 
er Statistik als Wissenschaft von 
den socialen Massen. Dresden: 
s Hoéckner. 1900. 8ve. pp. 134. 
m. 


_ In Periodicals. 
CRAIGIE:(P.). Address to the Eco- 





nomic Science and Statistics Sec- 
tion of the British Association. 
Journ. Roy. Statist. Soc., Sept. 
[A survey of the use and abuse of 
statistics, by the chairman of the 
section. ] 

Heitz (E.). Glossen zu den bisher- 
igen Volksziihlungen im deutschen 
Reich. Jahrb. f. Gesetzg.,. 24, 
Heft 4. [The relative growth of 
urban and country population, 
and the relative growth of cities 
of different sizes. ] 

KoOLLMANN (Paul). Die gewerb- 
liche Entfaltung im deutschen 
Reiche nach der Gewerbezihlung 
vom 14 Juni, 1895. Jahrb. f. 
Gesetzg., 24, Heft 4. [Continued 
from Heft 3; another instalment 
to follow. ] 

Kuczynski (R. R.). The Registra- 
tion Laws in the Colonies of 
Massachusetts Bay and Plymouth. 
Public. Amer. Statist. Assoc., 
Sept. [These laws, not based on 
the mode] of the English parish 
register, established the _ first 
strictly governmental records in 
the world. ] 

SHEPPARD (W. E.). On the Use of 
Auxiliary Curves in Statistics. 
Journ. Roy. Statist. Soc., Sept. 

Wetton (T. A.). Onthe Distribu- 
tion of Population in England and 
Wales, and its Progress in the 
Period 1801-91. ourn. Roy. 
Statist. Soc., Dec. [An elaborate 


paper, with numerous statistical 
tables. ] 
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ZauN (Friedrich). Die praktische 
Bedeutung der deutschen Volks- 
—— Jahrb. f. Nat. Oek., 20, 
Heft [Apparently written 
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mainly to assure German readers 
that the census data will not be 
used for the purpose of aiding the 
tax collector.] 


XII. REPRINTS, TRANSLATIONS, AND NEW EDITIONS. 


BLONDEL (G.). L’essor industriel et 
commercial du peuple allemand. 
8 édition, mise au courant et 
remaniée. Paris: Larose. 1900. 
18mo. pp. 502. 5 fr. 

Biéum-BAaWERK (EF. v.). Capital und 
Capitalzins. Zweite vielfach ver- 
m und ver Auflage. 
Innsbruck: Wagner. 1900. 8vo. 
pp. xxxv, 702. 14m. 

[This edition is enriched by (1) 
a preface discussing the critic 
Marshall and F. A. Walker; (2) 
a new chapter on Rae; (3) an a 
dix on the literature of 1 
,— Macvane, Carver, Wieser, 
Dietzel, Lexis... .] 

BoucarD (M.) and JzzE (G.). Eilé- 
ments de la science des ces 
et de la législation financiére fran- 
gaise. Deuxitme édition, entitre- 
ment refondue et mise au jour. 
Paris: Giard et Briére. 900. 

8vo. 12.50 fr. (for the entire vol- 


ume). 

One part only has appeared: 
mF concluding part is to be 
issued shortly. ] 

ConrapD (J.). Grundriss zum Stu- 
dium der politischen Oekonomie. 
Erster Theil: Nationaloekonomie. 
8 Auflage. Jena: G. Fischer. 
1900. 8vo. Pf =. ry 

his t tion is enlarged 
to! fvetold the size of the first. 
Part I. is on Production, Part II. 
on Distribution, Part III. on the 
History of Economics.] 

Grimm (Jacob). Deutsche Rechts- 
altertiimer. 4. vermehrte Ausgabe. 
Besorgt durch A. Hensler u. R. 
Hiibner. 2 Biande. Leipzig: 
Dieterich. 1899. 8vo. pp. 7 


30 m. 

[This new edition of a work still 
of the utmost importance for 
medieval economic history has 
been enl to the extent of 
one-third by the inclusion of 
Grimm’s own manuscript notes 
and other material. ] 


KowALEwsky (M.). Die dkono- 
mische Entwickelung Europas bis 
zum Beginn der kapitalistischen 
Wirtschaftsform. Aus dem rus- 
sischen ubers. von L. Motzkin. 
Berlin: R. L. Prager. 1900. 8vo. 
8 m.; subscription price, 6 m. 

[Announced. To be completed 
in six volumes. Vol. I. alone of 
the translation, covering land 
tenure and village communities in 
the Middle Ages, is now offered.] 

NricHoison (J. S.). A Treatise on 
Money and Essays on Monetary 
Problems. Fifth edition. Lon- 
don: A. & C. Black; New York: 
Macmillan.- 1901. 8vo. pp. 458. 


$1.90. 
[This edition has been revised 
and brought to date; and an Ap- 
ndix has been added, giving the 
test ee ee 
SONNDORFER (R.). Die Technik 
des Welthandels. Zweite Auflage. 
Vienna: A. Holder. 1900. 8vo. 


pp. 495. 

[The first edition of this book, 
by the director of the Vienna 
andelsakademie, appeared in 
1890. This second edition is com- 
mee rewritten and much en- 
Part I. describes weights 
and measures, exchanges, railway 
and steamship routes in various 
countries; Part II. describes the 
trade in some important commodi- 
ties, such as spirits, petroleum, 

sugar, coffee, cotton, grain. ] 
Srourm (R.). Le Budget. 4m édi- 
tion, revue et mise au courant. 
Paris: Guillaumin. 1900. 8vo. 


10 fr. 

WALRAS (Léon). Eléments d’Kcono- 
mie politique pure, ou théorie de 
la richesse sociale. 4™° ed. 8vo. 
7.50 fr. 

[Fourth revised edition, de- 
scribed by the author as ‘‘ édition 
définitive,’’ of the work, which 
first appeared in 1874.] 
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XIII. NOT CLASSIFIED. 


CoLLEGE LIBRE DES SCIENCES 


SocIALES. Questions de Moral. 
Paris: Alcan. 1900. 8vo. pp. 
331 


[Lectures given at the Collége 
libre by Professors Buisson, Sorel, 
Croiset, and others upon a great 
variety of ethical subjects, such as 
the moral factors of evolution, lux- 
ury, social justice. ] 

FRANCESCO (M. J.). Municipalities 
vs. Private Corporations: political 
and business management com- 
pared. Rutland, Vt.: Tuttle & 
Co. 8vo. pp. 172. $1. 

Hamon (G.). Les assurances sociales 
en Europe. I. Chomage involon- 
taire. Paris: 1900. 8vo. 2 fr. 

[First instalment of a work 
which will proceed to consider in- 
surance against accident, sickness, 
infirmity, agricultural catastro- 
phes, and the like. The author is 
professor at the Commercial Insti- 
tute of Paris.] 

MAYER (B.). Die Emission von 
Wertpapieren. Vienna: A. Hélder. 
1900. 8vo. pp. 136. 2.40 m, 

[Part I. gives a brief survey of 
the legislation on issue of secur- 
ities in European countries. Parts 
II. and III. consider in detail the 
legal situation in Austria and Ger- 
many. An appendix gives a model 
prospectus. ] 

Moopy (J.). Moody’s Manual of 
Industrial and Miscellaneous Se- 
curities. First annual number. 
New York: The O. C. Lewis Co. 
1900. 8vo. pp. 1108. $5. 

[Addressed to investors and 
brokers; giving alphabetical lists 
of corporations in various indus- 
tries,— ‘‘ industrial,’’ manufactur- 
ing, textile, mining, telephone and 
telegraph,—and_ stating briefly 
their capitalization, officers, prop- 
erty. An appendix gives informa- 
tion on the incorporation laws of 
New Jersey, Delaware, West Vir- 
ginia, and New York.] 

Russet (C.). The Jew in London: 
Study of Racial Character and 
Present Day Conditions. London: 
Unwin. 1900. 8vo. pp. 256. 6s, 





[Two essays prepared for the 
Toynbee Trustees, with introduc- 
tion by S. A. Barnett and preface 
by James Bryce.] 

SuaAw (B., editor). Fabianism and 
the Empire. London: Richards. 
1900. 8vo. pp. 101. Is. 

[‘‘A manifesto by the Fabian 
Society,’ — dealing with England’s 
foreign trade, with South Africa 
and China, a minimum wage, 
the housing question, municipal 
a) 

SmirH (F.). Introduction to Com- 
mercial oe: Handbook of 
Commercial Relationships of Great 

Colonies, and United 
States. Edinburgh: Blackie. 
1900. 8vo. pp. 228. 1s. 9d. 

WALLACE (A. R.). Studies, Scien- 
tific and Social. London: Mac- 
millan. 1900. 8vo. 2 vols. pp. 
1067. 18s. 

[Reprinted papers and essays, 
Vol. II. containing those on social 
subjects,— Land, Nationalization, 
Disestablishment, White Men in 
the Tropics, and the like. ] 


Britain, 


In Periodicals. 


BrRocKLeHuRST (F.). Municipal 
Telephones. Econ. Journ., Dec. 
[A criticism of the Telegraph Act 
of 1899 and of the present situa- 
tion in relation to telephonic com- 
munication in Great Britain. ] 

CHANNING (F. C.). Famines in 
India. Econ. Rev., Oct. [By an 
Indian civilian of 25 years’ experi- 
ence.] « 

CLARKE (W.). The Socia] Future 
of England. Contemporary, Dec. 
[England will withdraw from the 
industrial race, and become the 
pleasure-ground of the English- 
speaking peoples. ] 

Ditke (Sir C. W.). The Defence 
Expenditure of the Empire. 
Journ. Roy. Statist. Soc., Sept. 

EmMpDEN (J.). The Defective Addi- 
tion to our Company Law. Nine- 
teenth Century, Dec. [A criticism 
of recent English legislation by a 
county court judge. ] 
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Fow.er (Sir H.). Municipal Fi- 
nance and Municipal Enterprise. 
Journ. Roy. Statist. Soc., Sept. 

Faripricuowicz (Dr. E.). Die dem 
Handwerken und Kleinhindler 
durch das MHausiergewerbe be- 
reitete Konkurrenz. Mit Gezetz- 
- orschlagen. Zeitschr. 

taatsw., 56, Heft 4. 
KersHaw (J. B. C.). An Investi- 
— of the Cause of Trade 
uctuations. Econ. Journ., Dec. 
Seeks to prove that ‘‘ the volume 
of trade must be dependent upon 
the volume of crops.’’] 

LIzEFMANN (Robt.). Die Allianzen, 
gemeinsame monopolistische Ver- 
einigungen der Unternehmer und 
Arbeiter in land. Jahrb. f. 
Nat. Oek., 20, Heft 4. [History 
of. the ‘‘new trades combination 
movement,” planned by Mr. E. J. 
Smith. 


MacDonatp (J. C.). The Eco- 
nomic Effects, national and inter- 
national, of the Concentration of 
Capital in Few Controlling Hands. 
Journ. Inst. of Bankers, Oct. 
[Prize essay for the Institute, giv- 


ing a dispassionate survey, partly 
on American experience, partly 
on English, especially English 
bank amalgamations. | 

SmyTHE (William E.). The Strug- 

le for Water in the West. At- 
antic, Nov. [The ~— law of 
riparian rights, made for a coun- 
try of excessive rainfall and un- 
suited to the conditions in the 
West; and the idea that water is 
a thing to be privately owned in- 
—_ ently of the land,—are the 
chief hindrances to the prosperity 
of the Arid West. Wyoming alone 
has shown wisdom in its irrigation 
laws. | 

UNSIGNED. Municipal Trading. 
Edinburgh Rev., Oct. [A useful 
review of the present situation in 
Great Britain. 

Vorra (R. dalla). Una inchiesta 
sui trusts negli Stati Uniti d’ 
America. Giorn. degli Econ, Nov. 
Based on the statistics published 

the Bulletin of the Department 
of Labor; with review of the situ- 
ation at large. ] 
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